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SUBTITLE 3. CORPORATIONS AND ASSOCIATIONS 


CHAPTER 25 
GENERAL PROVISIONS 
SECTION. ration. [Effective May 1, 
4-25-109. Corporation permitted to 2021.) 


change its state of incorpo- 


Effective Dates. Acts 2019, No. 819, provided: “Sections 3-17 and 20-24 of this 
§ 26(a): May 1, 2021. Effective date clause act are effective on and after May 1, 2021”. 


4-25-109. Corporation permitted to change its state of incorpo- 
ration. [Effective May 1, 2021.] 


(a)(1) Any business corporation may change its state of incorporation 
from this state to any other jurisdiction which authorizes this change. 
(2) Any foreign corporation may change its jurisdiction of incorpora- 
tion to this state from any other jurisdiction which authorizes this 
change. 
(b)(1) This change may be made by a business corporation: 
(A) Only pursuant to authorization by a majority of the voting 
power present, or by a larger vote as the articles may require; 
(B) At an annual or special meeting of shareholders; and 
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(C) If the notice sets forth the consideration of this action as the 
purpose of the meeting. 

(2)(A) There shall be filed with the Secretary of State a certificate as 

to the authorization by the shareholders, signed by the president or 

vice president and the secretary and acknowledged by the president 
or vice president. 

(B) The certificate may be delivered to the Secretary of State for 
filing as of any specified date within thirty (30) days after the date of 
delivery. 

(3) When all taxes, fees, and charges have been paid as required by 
law, the Secretary of State shall record the certificate in the office of the 
Secretary of State and issue to the corporation a certificate reciting that 
it has taken all action required under the laws of this state to change its 
state of incorporation to the other jurisdiction. 

(4) The corporation shall, upon complying with the laws of the new 
jurisdiction, no longer be under the laws of this state. 

(5) Certified copies of the certificate of incorporation or other official 
certificate evidencing the corporation’s incorporation under the laws of 
the other jurisdiction shall be filed with the Secretary of State within 
thirty (30) days of receipt by the business corporation. 

(c)(1) The change may be made by a foreign corporation by filing with 
the Secretary of State: 

(A) A certified copy of its original or restated articles and all 
amendments subsequent to the latest ig ABE, which were filed 
in the other jurisdiction; 

(B) The original of a certificate of mond standing from the state of 
original jurisdiction, dated not more than thirty (30) days earlier 
than the date of filing in this state; 

(C) An application for incorporation under this section, signed for 
the corporation by its president or vice president and its secretary or 
assistant secretary, and acknowledged by one (1) of the signing 
officers, setting forth the requirements of § 4-27-202; ) 

(D)G) A franchise tax contact sheet provided by the Department of 
Finance and Administration. 

(ii) The Secretary of State shall send a copy of the franchise tax 
contact sheet required to be filed under this subdivision (c)(1)(D) to 
the department; and 

(EK) Acertificate by the Secretary of State or other proper officer of 
the jurisdiction in which the corporation is incorporated, reciting that 
the corporation has taken all action required under the laws of the 
jurisdiction to become a corporation incorporated under the laws of 
this state. 

(2)(A) These documents may be delivered to the Secretary of State 

for filing as of any specified date within thirty (80) days after the date 

of delivery. 

(B) When all fees and charges have been paid as required by law, 
the Secretary of State shall record the documents in the office of the 
Secretary of State and issue a certificate of incorporation of the 
corporation under the laws of this state. 
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(3) The certificate of incorporation shall be conclusive evidence of the 
fact that the corporation has been duly incorporated under the laws of 


this state. 


(4) Effective as of the time of filing the documents with the Secretary 
of State, the corporation shall be incorporated solely under the laws of 
this state and no longer under the laws of the other jurisdiction. 


History. Acts 2001, No. 454, § 1; 2019, 
No. 819, § 3. 

A.C.R.C. Notes. Acts 2019, No. 819, 
§ 1, provided: “Title. This act shall be 
known and may be cited as the ‘Arkansas 
Tax Reform Act of 2019”. 

Acts 2019, No. 819, § 2, provided: “Leg- 
islative findings and intent. 

“(a) The General Assembly finds that: 


“(1) The Arkansas Tax Reform and Re-: 


lief Legislative Task Force was charged 
with: 

“(A) Examining and identifying areas 
of potential tax reform within the tax 
laws; and 

“(B) Recommending legislation to the 
General Assembly, in part, to modernize 
and simplify the Arkansas tax code and 
ensure fairness to all taxpayers; 

“(2) There are several areas of the tax 
code that should be amended to reform the 
state’s tax laws to modernize and simplify 
the tax code and ensure fairness to all 
taxpayers; and 


“(3) Any savings realized by the state 
through tax reforms should be dedicated 
to reducing the tax burden for Arkansas 
taxpayers. 

“(b) It is the intent of the General As- 
sembly to: 

“(1) Reform Arkansas tax laws to mod- 
ernize and simplify the tax code and en- 
sure fairness to all taxpayers; and 

“(2) Offset any revenue savings real- 
ized through tax reform with correspond- 
ing changes to reduce the tax burden for 
Arkansas taxpayers”. 

Publisher’s Notes. For text of section 
effective until May 1, 2021, see the bound 
volume. 

Amendments. The 2019 amendment 
redesignated (c)(1)(D) as (c)(1)(D)G); sub- 
stituted “Department of Finance and Ad- 
ministration” for “Secretary of State” in 
(c)(1)(D)(i); and inserted (c)(1)(D)Gi). 

Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 
provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 


CHAPTER 26 
BUSINESS CORPORATIONS GENERALLY 


SUBCHAPTER. 
12. Frinc AND FEEs. 


SUBCHAPTER 6 — CoRPORATE FINANCE 


4-26-610. Restrictions on transfer of shares. 


CASE NOTES 


Stock Transfer. 

Plaintiffs argument failed that the 
stock transfer was void because it violated 
stock-transfer restrictions on the face of 
the certificate and in the corporate by- 
laws. The stock power was a valid indorse- 
ment under Arkansas securities law, 
plaintiff did not show why the stock power 


that he had signed failed to comply with 
the specific corporate bylaw provisions, 
and, more fundamentally, the issuer of the 
stock was not attempting to impose a 
restriction and was not even a party to the 
case. Ash vy. First Nat'l Bank of E. Ark., 
2019 Ark. App. 147, 573 S.W.3d 584 
(2019). 
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SUBCHAPTER 7 — SHAREHOLDERS 


4-26-715. Books and records — Examination. 


CASE NOTES 


ANALYSIS 


Burden of Proof. 

Records Subject to Inspection. 
Subsidiary Records. 

Time Limit. 

Burden of Proof. 

This section clearly and unambiguously 
provides that the shareholders bear the 
burden of proving entitlement to inspec- 
tion. Ashley Bancstock Co. v. Meredith, 
2017 Ark. App. 598, 534 S.W.3d 762 
(2017). 

This section includes no language re- 
quiring a shareholder to include specific 
allegations of wrongdoing in order to be 
entitled to records. Only a proper purpose 
must be established. Ashley Bancstock 
Co. v. Meredith, 2017 Ark. App. 598, 534 
S.W.3d 762 (2017). 

Shareholders proved a proper purpose 
to inspect requested records where their 
demand letter explained that the corpora- 
tion had reported significant losses and 
expenses that they believed were from a 
subsidiary sale and significant loan write- 
offs, and this section did not require spe- 
cific allegations of wrongdoing. Ashley 
Bancstock Co. v. Meredith, 2017 Ark. App. 
598, 5384 S.W.3d 762 (2017). 


Records Subject to Inspection. 

Court of Appeals of Arkansas, Division 
Four, concludes that a broad definition of 
the term books and records of account is 
proper for purposes of this section. Courts 
tend to broadly define the term so that 
shareholders’ rights are protected. Adopt- 


ing this approach, the Court of Appeals 
holds _ liability-insurance policies are 
books and records of account within the 
meaning of the statute. Insurance policies 
are contracts. And contracts are business 
records pertinent to the operations of a 
corporation. Ashley Bancstock Co. v. Mer- 
edith, 2017 Ark. App. 598, 534 S.W.3d 762 
(2017). 

Subsection (b) of this section provides 
that a corporation is required to produce 
its books and records of account after a 
proper demand from a shareholder. The 
Court of Appeals of Arkansas, Division 
Four, interprets this provision to mean 
that a corporation must provide to share- 
holders only the books and records it pos- 
sesses. Ashley Bancstock Co. v. Meredith, 
2017 Ark. App. 598, 534 S.W.3d 762 
(2017). 


Subsidiary Records. 

Because subsidiaries are assets of a 
corporation, their books and records are 
corporate records. By the plain language 
of this section, they are subject to inspec- 
tion. The Court of Appeals of Arkansas, 
Division Four, holds that this section au- 
thorizes a shareholder to inspect records 
of a corporation’s subsidiaries. Ashley 
Bancstock Co. v. Meredith, 2017 Ark. App. 
598, 534 S.W.3d 762 (2017). 


Time Limit. 

This section imposes no time limit on 
the inspection of records. The rules of 
statutory construction require that a time 
limit cannot be assumed. Ashley Banc- 
stock Co. v. Meredith, 2017 Ark. App. 598, 
534 S.W.3d 762 (2017). 


SUBCHAPTER 10 — CONVERSION AND MERGER 


RESEARCH REFERENCES 


ALR. Determination of Whether State 
or Federal Law Governs Corporate Suc- 
cessorship When Dispute Concerns Debts 


to National Government, 29 A.L.R. Fed. 
3d Art. 2 (2018). 
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SUBCHAPTER 11 — DissoLUTION AND LiqumIDATION 


4-26-1105. Notice to creditors — Filing or barring claims. 
RESEARCH REFERENCES 


ALR. Preservation, After Dissolution, der Corporate Survival or Winding Up 
of Remedy for or Against Corporation Un- Statute, 36 A.L.R.7th Art. 4 (2018). 


SUBCHAPTER 12 — FILING AND FEES 


SECTION. 
4-26-1202. [Repealed.] 


4-26-1202. [Repealed.] 


Publisher’s Notes. This section, con- section was derived from Acts 1965, No. 
cerning fees chargeable by the Secretary 576,§ 96; 1973, No. 379,§ 2;A.S.A. 1947, 


of State, was repealed by Acts 2019, No. § 64-1001; Acts 1987, No. 1068, § 1. 
379, § 1, effective July 24, 2019. The 


CHAPTER 27 
BUSINESS CORPORATION ACT OF 1987 


SUBCHAPTER. 
1. GENERAL PROVISIONS. 
2. INCORPORATION. 
14. DIssoLuTIoN. 
15. ForEIGN CORPORATIONS. 
16. Recorps AND Reports. 


SUBCHAPTER 1 — GENERAL PROVISIONS 


Part B: Filing Documents SECTION. 
SECTION. 4-27-121. Forms. [Effective May 1, 2021.] 
4-27-120. Filing requirements. [Effective 4-27-128. Certificate of existence. [Effec- 
May 1, 2021.] tive May 1, 2021.] 


Effective Dates. Acts 2019, No. 819, provided: “Sections 3-17 and 20-24 of this 
§ 26(a): May 1, 2021. Effective date clause act are effective on and after May 1, 2021”. 


Part B: Fring DocuMEnNtTs 


4-27-120. Filing requirements. [Effective May 1, 2021.] 


(a) A document must satisfy the requirements of this section, and of 
any other section that adds to or varies these requirements, to be 
entitled to filing by the Secretary of State. 

(b) This chapter must require or permit filing the document in the 
office of the Secretary of State. 
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(c) The document must contain the information required by this 
chapter. It niay contain other information as well. 

(d) The document must be typewritten or printed. 

(e) The document must be in the English language. A corporate name 
need not be in English if written in English letters or Arabic or Roman 
numerals, and the certificate of existence required of foreign corpora- 
tions need not be in English if accompanied by a reasonably authenti- 
cated English translation. 

(f) The document must be executed: 

(1) by the chairman of the board of directors of a domestic or foreign 
corporation, by its president, or by another of its officers; 

(2) if directors have not been selected or the corporation has not been 
formed, by an incorporator; or 

(3) if the corporation is in the hands of a receiver, trustee, or other 
court-appointed fiduciary, by that fiduciary. 

(g) The person executing the document shall sign it and state 
beneath or opposite his signature his name and the capacity in which he 
signs. The document may but need not contain: (1) the corporate seal, 
(2) an attestation by the secretary or an assistant secretary, (3) an 


acknowledgement, verification, or proof. 
(h) If the Secretary of State has prescribed a mandatory form for the 
document under § 4-27-121, the document must be in or on the 


prescribed form. 


(i) The document must be delivered to the office of the Secretary of 
State for filing and must be accompanied by one (1) exact or conformed 
copy, the correct filing fee, and proof of payment of any franchise tax, 
license fee, or penalty required by this chapter or other law. 


History. Acts 1987, No. 958, § 64-103; 
2019, No. 819, § 4. 

A.C.R.C. Notes. Acts 2019, No. 819, 
§ 1, provided: “Title. This act shall be 
known and may be cited as the ‘Arkansas 
Tax Reform Act of 2019”. 

Acts 2019, No. 819, § 2, provided: “Leg- 
islative findings and intent. 

“(a) The General Assembly finds that: 

“(1) The Arkansas Tax Reform and Re- 
lief Legislative Task Force was charged 
with: 

“(A) Examining and identifying areas 
of potential tax reform within the tax 
laws; and 

“(B) Recommending legislation to the 
General Assembly, in part, to modernize 
and simplify the Arkansas tax code and 
ensure fairness to all taxpayers; 

“(2) There are several areas of the tax 
code that should be amended to reform the 
state’s tax laws to modernize and simplify 
the tax code and ensure fairness to all 
taxpayers; and 


“(3) Any savings realized by the state 
through tax reforms should be dedicated 
to reducing the tax burden for Arkansas 
taxpayers. 

“(b) It is the intent of the General As- 
sembly to: 

“(1) Reform Arkansas tax laws to mod- 
ernize and simplify the tax code and en- 
sure fairness to all taxpayers; and 

“(2) Offset any revenue savings real- 
ized through tax reform with correspond- 
ing changes to reduce the tax burden for 
Arkansas taxpayers”. 

Publisher’s Notes. For text of section 
effective until May 1, 2021, see the bound 
volume. 

Amendments. The 2019 amendment, 
in (i), deleted “(except as provided in §§ 4- 
27-503 and 4-27-1509 [repealed])” follow- 
ing “copy” and inserted “proof of payment 
of”. 

Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 
provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 
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4-27-121. Forms. [Effective May 1, 2021.] 


(a) The Secretary of State may prescribe and furnish on request 
forms for: (1) an application for a certificate of existence, (2) a foreign 
corporation’s application for a certificate of authority to transact 
business in this state, and (3) a foreign corporation’s application for a 
certificate of withdrawal. If the Secretary of State so requires, use of 
these forms is mandatory. 

(b) The Secretary of State may prescribe and furnish on request 
forms for other documents required or permitted to be filed by this 
chapter but their use is not mandatory. 


’ 


History. Acts 1987, No. 958, § 64-104; 
2019, No. 819, § 5. 

A.C.R.C. Notes. Acts 2019, No. 819, 
§ 1, provided: “Title. This act shall be 
known and may be cited as the ‘Arkansas 
Tax Reform Act of 2019”. 

Acts 2019, No. 819, § 2, provided: “Leg- 
islative findings and intent. 

“(a) The General Assembly finds that: 

“(1) The Arkansas Tax Reform and Re- 
lief Legislative Task Force was charged 
with: 

“(A) Examining and identifying areas 
of potential tax reform within the tax 
laws; and 

“(B) Recommending legislation to the 
General Assembly, in part, to modernize 
and simplify the Arkansas tax code and 
ensure fairness to all taxpayers; 

“(2) There are several areas of the tax 
code that should be amended to reform the 
state’s tax laws to modernize and simplify 
the tax code and ensure fairness to all 
taxpayers; and 


“(3) Any savings realized by the state 
through tax reforms should be dedicated 
to reducing the tax burden for Arkansas 
taxpayers. | 

“(b) It is the intent of the General As- 
sembly to: 

“(1) Reform Arkansas tax laws to mod- 
ernize and simplify the tax code and en- 
sure fairness to all taxpayers; and 

“(2) Offset any revenue savings real- 
ized through tax reform with correspond- 
ing changes to reduce the tax burden for 
Arkansas taxpayers”. 

Publisher’s Notes. For text of section 
effective until May 1, 2021, see the bound 
volume. 

Amendments. The 2019 amendment, 
in (a), inserted “and” preceding “(3)” and 
deleted “and (4) the annual franchise tax 
report” at the end of the first sentence. 

Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 
provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 


4-27-128. Certificate of existence. [Effective May 1, 2021.] 


(a) Anyone may apply to the Secretary of State to furnish a certifi- 
cate of existence for a domestic corporation or a certificate of authori- 


zation for a foreign corporation. 


(b) A certificate of existence or authorization sets forth: 
(1) the domestic corporation’s corporate name or the foreign corpo- 
ration’s corporate name used in this state; 


(2) that 


(i) the domestic corporation is duly incorporated under the laws of 
this state, the date of its incorporation, and the period of its duration 


if less than perpetual; or 


(ii) that the foreign corporation is authorized to transact business 


in this state; 


(3) that all fees, taxes, and penalties owed to this state have been 


paid, if 
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(1) payment is reflected in the records of the Secretary of State and 

(ii) nonpayment affects the existence or authorization of the do- 
mestic or foreign corporation; 

(4) that its most recent annual franchise tax report required by 
§ 4-27-1622 has been delivered to the Department of Finance and 
Administration; 

(5) that articles of dissolution have not been filed; and 

(6) other facts of record in the office of the Secretary of State that 
may be requested by the applicant. 

(c) Subject to any qualification stated in the certificate, a certificate 
of existence or authorization issued by the Secretary of State may be 
relied upon as conclusive evidence that the domestic or foreign corpo- 
ration is in existence or is authorized to transact business in this state. 


History. Acts 1987, No. 958, § 64-111; 
2019, No. 819, § 6. 

A.C.R.C. Notes. Acts 2019, No. 819, 
§ 1, provided: “Title. This act shall be 
known and may be cited as the ‘Arkansas 
Tax Reform Act of 2019”. 

Acts 2019, No. 819, § 2, provided: “Leg- 
islative findings and intent. 

“(a) The General Assembly finds that: 

“(1) The Arkansas Tax Reform and Re- 
lief Legislative Task Force was charged 
with: 

“(A) Examining and identifying areas 
of potential tax reform within the tax 
laws; and 

“(B) Recommending legislation to the 
General Assembly, in part, to modernize 
and simplify the Arkansas tax code and 
ensure fairness to all taxpayers; 

“(2) There are several areas of the tax 
code that should be amended to reform the 
state’s tax laws to modernize and simplify 
the tax code and ensure fairness to all 
taxpayers; and 


“(3) Any savings realized by the state 
through tax reforms should be dedicated 
to reducing the tax burden for Arkansas 
taxpayers. 

“(b) It is the intent of the General As- 
sembly to: 

“(1) Reform Arkansas tax laws to mod- 
ernize and simplify the tax code and en- 
sure fairness to all taxpayers; and 

“(2) Offset any revenue savings real- 
ized through tax reform with correspond- 
ing changes to reduce the tax burden for 
‘Arkansas taxpayers”. 

Publisher’s Notes. For text of section 
effective until May 1, 2021, see the bound 
volume. | 

Amendments. The 2019 amendment 
substituted “Department of Finance and 
Administration” for “Secretary of State” in 
(b)(4). 

Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 
provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 


SUBCHAPTER 2 — INCORPORATION 


SECTION. 
4-27-201. Incorporators. 


Effective Dates. Acts 2019, No. 108, 
§ 6: Feb. 13, 2019. Emergency clause pro- 
vided: “It is found and determined by the 
General Assembly of the State of Arkan- 
sas that a for-profit corporation could face 
severe adverse tax consequences for reor- 
ganizing as a nonprofit corporation that 


SECTION. 
4-27-202. Articles of incorporation. 


may result in being subjected to unwar- 
ranted penalties; that existing statutes 
relating to the process of converting to a 
nonprofit entity need amending to elimi- 
nate uncertainty and to prevent irrepa- 
rable harm on businesses operating in 
this state; and that this act is immediately 
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necessary to clarify state law governing 
conversion by a for-profit corporation to a 
nonprofit corporation and provide for 
timely administration of business proce- 
dures. Therefore, an emergency is de- 
clared to exist, and this act being immedi- 
ately necessary for the preservation of the 
public peace, health, and safety shall be- 


4-27-202 


come effective on: (1) The date of its ap- 
proval by the Governor; (2) If the bill is 
neither approved nor vetoed by the Gov- 
ernor, the expiration of the period of time 
during which the Governor may veto the 
bill; or (3) If the bill is vetoed by the 
Governor and the veto is overridden, the 
date the last house overrides the veto”. 


4-27-201. Incorporators. 


(a) One (1) or more persons may act as the incorporator or incorpo- 
rators of a corporation by delivering articles of incorporation to the 
Secretary of State for filing. 

(b) One (1) or more natural persons who are between the ages of 
sixteen (16) and eighteen (18) years of age shall have a person who is at 
least twenty-one (21) years of age or older to serve on his or her behalf 
as an incorporator of a corporation by executing and filing according to 
§ 4-27-120 articles of incorporation for the corporation. 


History. Acts 1987, No. 958, § 64-201; 
2017, No. 992, § 1. 
Amendments. The 2017 amendment 


designated the existing language as (a) 
and added (b). 


4-27-202. Articles of incorporation. 


(a) The articles of incorporation must set forth: 

(1) a corporate name for the corporation that satisfies the require- 
ments of § 4-27-401; 

(2) the number of shares the corporation is authorized to issue and, 
if such shares are to consist of one (1) class only, the par value of each 
of such shares, or a statement that all of such shares are without par 
value; or, if such shares are to be divided into classes, the number of 
shares of each class, and a statement of the par value of the shares of 
each such class or that such shares are without par value; 

(3) the information required by § 4-20-105(a); 

(4) the name and address of each incorporator; and 

(5) the primary purpose or purposes for which the corporation is 
organized, which is provided to the Secretary of State for informational 
purposes and shall not, unless specifically stated in the articles of 
incorporation, limit the broad purposes provided in § 4-27-301. 

(b) The articles of incorporation may set forth: 

(1) the names and addresses of the individuals who are to serve as 
the initial directors; 

(2) provisions not inconsistent with law regarding: 

(i) specific limitations on the purpose or purposes for which the 
corporation is organized; 

(ii) managing the business and regulating the affairs of the corpo- 
ration; 
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(ii) defining, limiting, and regulating the powers of the corpora- 
tion, its board of directors, and shareholders; and 

(iv) the imposition of personal liability on shareholders for the debts 
of the corporation to a specified extent and upon specified conditions; 

(3) a provision eliminating or limiting the personal liability of a 
director to the corporation or its stockholders for monetary damages for 
breach of fiduciary duty as a director, provided that such provision shall 
not eliminate or limit the liability of a director:. 

(i) for any breach of the director’s duty of loyalty to the corporation 
or its stockholders; 
(ii) for acts or omissions not in good faith or which involve 
intentional misconduct or a knowing violation of lawy; 
Gili) under § 4-27-833 of this chapter; 
(iv) for any transaction from which the director derived an im- 
proper personal benefit; or 
(v) for any action, omission, transaction, or breach of a director’s 
duty creating any third-party liability to any person or entity other 
than the corporation or stockholder. 
No such provision shall eliminate or limit the liability of a director for 
any act or omission occurring prior to the date when such provision 
becomes effective. All references in this subsection to a director shall 
also be deemed to refer to a member of the governing body of a 
corporation which is not authorized to issue capital stock; and 

(4) any provision that under this chapter is required or permitted to 
be set forth in the bylaws. 

(c) The articles of incorporation need not set forth any of the 
corporate powers enumerated in this chapter. 

(d)(1) A for-profit corporation may convert to a nonprofit corporation 
under the Arkansas Nonprofit Corporation Act, §§ 4-28-201 — 4-28-206 
and 4-28-209 — 4-28-224, or the Arkansas Nonprofit Corporation Act of 
1993, § 4-33-101 et seq., upon the filing of an amendment to the 
corporation’s articles of incorporation under either § 4-28-206 or § 4- 
33-202. 

(2) After the filing and conversion have taken place, the converted 
corporation shall comply with either the Arkansas Nonprofit Corpora- 
tion Act, §§ 4-28-201 — 4-28-206 and 4-28-209 — 4-28-224, or the 
Arkansas Nonprofit Corporation Act of 1993, § 4-33-101 et seq. 


History. Acts 1987, No. 958, § 64-202; Amendments. The 2019 amendment 
2007, No. 638, § 6; 2019, No. 108, § 1. added (d). 


SUBCHAPTER 11 — CONVERSION AND MERGER 


RESEARCH REFERENCES 


ALR. Determination of Whether State to National Government, 29 A.L.R. Fed. 
or Federal Law Governs Corporate Suc- 3d Art. 2 (2018). 
cessorship When Dispute Concerns Debts 
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SUBCHAPTER 14 — DISSOLUTION 


Part B: Administrative Dissolution dissolution. [Effective May 
SECTION. Ly 2027. 
4-27-1420. Grounds for administrative 


Effective Dates. Acts 2019, No. 819, provided: “Sections 3-17 and 20-24 of this 
§ 26(a): May 1, 2021. Effective date clause act are effective on and after May 1, 2021”. 


Part A: VoLuNTARY DISSOLUTION 


4-27-1407. Unknown claims against dissolved corporation. 
CASE NOTES 


Liability Considered. corporation’s assets and distributed them 
In a mineral rights case, ajury properly to individual shareholders and/or their 

considered whether former shareholders assignees. Smith v. Mt. Pine Timber, Inc., 

could have been liable under this section 2016 Ark. App. 193, 487 S.W.3d 409 

because there was substantial evidence (2016), 

that a settlement agreement liquidated a 


Part B: ADMINISTRATIVE DISSOLUTION 


4-27-1420. Grounds for administrative dissolution. [Effective 
May 1, 2021.] 


The Secretary of State may commence a proceeding under § 4-27- 
1421 to administratively dissolve a corporation if: 

(1) the corporation does not pay within sixty (60) days after they are 
due any franchise taxes or penalties imposed by this chapter or other 
law; 

(2) the corporation does not deliver its annual franchise tax report to 
the Department of Finance and Administration within sixty (60) days 
after it is due; 

(3) the corporation is without a registered agent in this state for sixty 
(60) days or more; 

(4) the corporation does not Aer the Secretary of State within sixty 
(60) days that its registered agent has been changed or has resigned; or 

(5) the corporation’s period of duration stated in its articles of 
incorporation expires. 


4-27-1530 


History. Acts 1987, No. 958, § 64-1408; 
2007, No. 638, § 15; 2019, No. 819, § 7. 

A.C.R.C. Notes. Acts 2019, No. 819, 
§ 1, provided: “Title. This act shall be 
known and may be cited as the ‘Arkansas 
Tax Reform Act of 2019”. 

Acts 2019, No. 819, § 2, provided: “Leg- 
islative findings and intent. 

“(a) The General Assembly finds that: 

“(1) The Arkansas Tax Reform and Re- 
lief Legislative Task Force was charged 
with: 

“(A) Examining and identifying areas 
of potential tax reform within the tax 
laws; and 

“(B) Recommending legislation to the 
General Assembly, in part, to modernize 
and simplify the Arkansas tax code and 
ensure fairness to all taxpayers; 

“(2) There are several areas of the tax 
code that should be amended to reform the 
state’s tax laws to modernize and simplify 
the tax code and ensure fairness to all 
taxpayers; and 
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“(3) Any savings realized by the state 
through tax reforms should be dedicated 
to reducing the tax burden for Arkansas 
taxpayers. 

“(b) It is the intent of the General As- 
sembly to: 

“(1) Reform Arkansas tax laws to mod- 
ernize and simplify the tax code and en- 
sure fairness to all taxpayers; and 

“(2) Offset any revenue savings real- 
ized through tax reform with correspond- 
ing changes to reduce the tax burden for 
Arkansas taxpayers”. 

Publisher’s Notes. For text of section 
effective until May 1, 2021, see the bound 
volume. 

Amendments. The 2019 amendment 
substituted “Department of Finance and 
Administration” for “Secretary of State” in 
(2). 

Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 
provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 


SUBCHAPTER 15 — FOREIGN CORPORATIONS 


Part C: Revocation of Certificate of 
Authority 
SECTION. 
4-27-1530. Grounds for revocation. 
fective May 1, 2021.] 


[Ef- 


Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 


provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 


Part C: REVOCATION OF CERTIFICATE OF AUTHORITY 


4-27-1530. Grounds for revocation. [Effective May 1, 2021.] 


The Secretary of State may commence a proceeding under § 4-27- 
1531 to revoke the certificate of authority of a foreign corporation 
authorized to transact business in this state if: 

(1) the foreign corporation does not deliver its annual franchise tax 
report to the Department of Finance and Administration within Sixty 


(60) days after it is due; 


(2) the foreign corporation does not pay within sixty (60) days after 
they are due any franchise taxes or penalties imposed by this chapter or 


other law; 


(3) the foreign corporation is without a registered agent in this state 


for sixty (60) days or more; 
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(4) the foreign corporation does not file an appropriate notice with 
the Secretary of State within sixty (60) days of the change or resigna- 
tion of the foreign corporation’s registered agent; 

(5) an incorporator, director, officer, or agent of the foreign corpora- 
tion signed a document he or she knew was false in any material respect 
with intent that the document be delivered to the Secretary of State for 
filing; 

(6) the Secretary of State receives a duly authenticated certificate 
from the Secretary of State or other official having custody of corporate 
records in the state or country under whose law the foreign corporation 
is incorporated stating that it has been dissolved or disappeared as the 


result of a merger. 


History. Acts 1987, No. 958, § 64-1512; 
HOS 7 ist shies Sese.) INOm sa 1 02007, 
No. 638, § 23; 2019, No. 819, § 8. 

A.C.R.C. Notes. Acts 2019, No. 819, 
§ 1, provided: “Title. This act shall be 
known and may be cited as the ‘Arkansas 
Tax Reform Act of 2019””. 

Acts 2019, No. 819, § 2, provided: “Leg- 
islative findings and intent. 

“(a) The General Assembly finds that: 

“(1) The Arkansas Tax Reform and Re- 
lief Legislative Task Force was charged 
with: 

“(A) Examining and identifying areas 
of potential tax reform within the tax 
laws; and 

“(B) Recommending legislation to the 
General Assembly, in part, to modernize 
and simplify the Arkansas tax code and 
ensure fairness to all taxpayers; 

“(2) There are several areas of the tax 
code that should be amended to reform the 
state’s tax laws to modernize and simplify 
the tax code and ensure fairness to all 
taxpayers; and 


“(3) Any savings realized by the state 
through tax reforms should be dedicated 
to reducing the tax burden for Arkansas 
taxpayers. 

“(b) It is the intent of the General As- 
sembly to: | 

“(1) Reform Arkansas tax laws to mod- 
ernize and simplify the tax code and en- 
sure fairness to all taxpayers; and 

“(2) Offset any revenue savings real- 
ized through tax reform with correspond- 
ing changes to reduce the tax burden for 
Arkansas taxpayers’. 

Publisher’s Notes. For text of section 
effective until May 1, 2021, see the bound 
volume. 

Amendments. The 2019 amendment 
substituted “Department of Finance and 
Administration” for “Secretary of State” in 
(1). 

Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 
provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 


4-27-1531. Procedure for and effect of revocation. 


CASE NOTES 


Service of Process. 

In a case based on § 4-60-103, which 
permits recovery on checks written on 
accounts with insufficient funds, appel- 
lant’s service through the Secretary of 
State did not effect proper service on an 
LLC, whose certificate of authority in Ar- 
kansas had been revoked, despite appel- 


lant’s contention that service was properly 
effected based on this section; appellant 
neither alleged nor produced evidence 
that the cause of action arose while the 
LLC was authorized to conduct business 
in Arkansas. Eliasnik v. Y&S Pine Bluff, 
LLC, 2018 Ark. App. 138, 546 S.W.3d 497 
(2018). 


4-27-1601 
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SUBCHAPTER 16 — REcoRDS AND REPORTS 


Part A: Records 
SECTION. 


SECTION, 
4-27-1622. Annual franchise tax report 


4-27-1601. Corporate records. 
May 1, 2021.] 


Part B: Reports 
4-27-1620. Financial statements for 
shareholders. [Effective 
May 1, 2021.] 


[Effective for Department of Finance 
and Administration. [Ef- 


fective May 1, 2021.] 


Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 


provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 


Part A: REcorps 


4-27-1601. Corporate records. [Effective May 1, 2021.] 


(a) A corporation shall keep as permanent records minutes of all 
meetings of its shareholders and board of directors, a record of all 
actions taken by the shareholders or board of directors without a 
meeting, and a record of all actions taken by a committee of the board 
of directors in place of the board of directors on behalf of the corpora- 
tion. 

(b) A corporation shall maintain appropriate accounting records. 

(c) A corporation or its agent shall maintain a record of its share- 
holders, in a form that permits preparation of a list of the names and 
addresses of all shareholders, in alphabetical order by class of shares 
showing the number and class of shares held by each. 

(d) A corporation shall maintain its records in written form or in 
another form capable of conversion into written form within a reason- 
able time. 

(e) A corporation shall keep a copy of the following records at its 
principal office: 

(1) its articles or restated articles of incorporation and all amend- 
ments to them currently in effect; 

(2) its bylaws or restated bylaws and all amendments to them 
currently in effect; 

(3) resolutions adopted by its board of directors creating one (1) or 
more classes or series of shares, and fixing their relative rights, 
preferences, and limitations, if shares issued pursuant to those resolu- 
tions are outstanding; 

(4) the minutes of all shareholders’ meetings, and records of all 
action taken by shareholders without a meeting, for the past three (3) 
years; 

(5) all written communications to shareholders generally within the 
past three (3) years, including the financial statements furnished for 
the past three (3) years under § 4-27-1620; 
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4-27-1620 


(6) a list of the names and business addresses of its current directors 


and officers; and 


(7) its most recent annual franchise tax report delivered to the 
Department of Finance and Administration under § 4-27-1622. 


History. Acts 1987, No. 958, § 64-1601; 
2019, No. 819, § 9. 

A.C.R.C. Notes. Acts 2019, No. 819, 
§ 1, provided: “Title. This act shall be 
known and may be cited as the ‘Arkansas 
Tax Reform Act of 2019”. 

Acts 2019, No. 819, § 2, provided: “Leg- 
islative findings and intent. 

“(a) The General Assembly finds that: 

“(1) The Arkansas Tax Reform and Re- 
lief Legislative Task Force was charged 
with: 

“(A) Examining and identifying areas 
of potential tax reform within the tax 
laws; and 

“(B) Recommending legislation to the 
General Assembly, in part, to modernize 
and simplify the Arkansas tax code and 
ensure fairness to all taxpayers; 

“(2) There are several areas of the tax 
code that should be amended to reform the 
state’s tax laws to modernize and simplify 
the tax code and ensure fairness to all 
taxpayers; and 


“(3) Any savings realized by the state 
through tax reforms should be dedicated 
to reducing the tax burden for Arkansas 
taxpayers. 

“(b) It is the intent of the General As- 
sembly to: 

“(1) Reform Arkansas tax laws to mod- 
ernize and simplify the tax code and en- 
sure fairness to all taxpayers; and 

“(2) Offset any revenue savings real- 
ized through tax reform with correspond- 
ing changes to reduce the tax burden for 
Arkansas taxpayers”. 

Publisher’s Notes. For text of section 
effective until May 1, 2021, see the bound 
volume. 

Amendments. The 2019 amendment 
substituted “Department of Finance and 
Administration” for “Secretary of State” in 
(e)(7). 

Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 
provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 


Part B: REPorts 


4-27-1620. Financial statements for shareholders. 


(a) A corporation shall furnish its shareholders annual financial 
statements, which may be consolidated or combined statements of the 
corporation and one (1) or more of its subsidiaries, as appropriate, that 
include a balance sheet as of the end of the fiscal year, an income 
statement for that year, and a statement of changes in shareholders’ 
equity for the year unless that information appears elsewhere in the 
financial statements. If financial statements are prepared for the 
corporation on the basis of generally accepted accounting principles, the 
annual financial statements must also be prepared on that basis. 
~ (b) If the annual financial statements are reported upon by a public 
accountant, his report must accompany them. If not, the statements 
must be accompanied by a statement of the president or the person 
responsible for the corporation’s accounting records: 

(1) stating his or her reasonable belief whether the statements were 
prepared on the basis of generally accepted accounting principles and, 
if not, describing the basis of preparation; and 

(2) describing any respects in which the statements were not pre- 
pared on a basis of accounting consistent with the statements prepared 
for the preceding year. 
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(c) A corporation shall furnish the annual financial statements to 
each shareholder within one hundred twenty (120) days after the close 
of each fiscal year. Thereafter, on written request from a shareholder 
who was not furnished the statements, the corporation shall furnish the 
shareholder the latest financial statements. 

(d)(1) The requirement to furnish annual financial statements as 
described in subsection (c) of this section may be satisfied by sending 
annual financial statements to the shareholder’s last known address as 
shown in the corporation’s records by mail or, if a shareholder has 
provided an appropriate address for sending notices to the shareholder, 
by electronic mail or facsimile transmission. 

(2) So long as a corporation has an outstanding class of securities 
registered under section 12 of the Securities Exchange Act of 1934, 15 
U.S.C. § 78a et seq., the requirement to furnish annual financial 
statements may also be satisfied by the corporation’s compliance with 
17 C.F.R. § 240.14a-16, as it existed on January 1, 2017, with respect to 
the obligation of a corporation to furnish an annual financial report to 
shareholders in accordance with 17 C.F.R. § 240.14a-3(b), as it existed 
on January 1, 2017. 


History. Acts 1987, No. 958, § 64-1605; “furnished” for “mailed”, and “furnish the 
2017 Novo53)S8e), 2 shareholder” for “mail him”; and added 
Amendments. The 2017 amendment, (qd). 
in (c), substituted “furnish” for “mail”, 


4-27-1622. Annual franchise tax report for Department of Fi- 
nance and Administration. [Effective May 1, 2021.] 


(a) Each domestic corporation, and each foreign corporation autho- 
rized to transact business in this state, shall deliver to the Department 
of Finance and Administration for filing an annual franchise tax report 
that sets forth: 

(1) the name of the corporation; 

(2) the jurisdiction under which the corporation is incorporated; 

(3) the information required by § 4-20-105(a); 

(4) the address of its principal office, wherever it is located; 

(5) the names of its principal officers; 

(6) the total number of authorized shares, itemized by class and 
series, if any, within each class; 

(7) the total number of issued and outstanding shares, itemized by 
class and series, if any, within each class; and 

(8) such other information as the Secretary of the Department of 
Finance and Administration may specify in a form promulgated under 
the Arkansas Corporate Franchise Tax Act of 1979, § 26-54-101 et seq. 

(b) The requirements as to the applicability, use, and filing of the 
annual franchise tax report shall be as set forth in the Arkansas 
Corporate Franchise Tax Act of 1979, § 26-54-101 et seq. 


History. Acts 1987, No. 958, § 64-1607; A.C.R.C. Notes. Acts 2019, No. 819, 
2007, No. 638, § 25; 2019, No. 819,§ 10. § 1, provided: “Title. This act shall be 
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known and may be cited as the ‘Arkansas 
Tax Reform Act of 2019”. 

Acts 2019, No. 819, § 2, provided: “Leg- 
islative findings and intent. 

“(a) The General Assembly finds that: 

“(1) The Arkansas Tax Reform and Re- 
lief Legislative Task Force was charged 
with: 

“(A) Examining and identifying areas 
of potential tax reform within the tax 
laws; and 

“(B) Recommending legislation to the 
General Assembly, in part, to modernize 
and simplify the Arkansas tax code and 
ensure fairness to all taxpayers; 

“(2) There are several areas of the tax 
code that should be amended to reform the 
state’s tax laws to modernize and simplify 
the tax code and ensure fairness to all 
taxpayers; and 

“(3) Any savings realized by the state 
through tax reforms should be dedicated 
to reducing the tax burden for Arkansas 
taxpayers. 

“(b) It is the intent of the General As- 
sembly to: 


4-28-103 


“(1) Reform Arkansas tax laws to mod- 
ernize and simplify the tax code and en- 
sure fairness to all taxpayers; and 

“(2) Offset any revenue savings real- 
ized through tax reform with correspond- 
ing changes to reduce the tax burden for 
Arkansas taxpayers”. 

Publisher’s Notes. For text of section 
effective until May 1, 2021, see the bound 
volume. 

Amendments. The 2019 amendment 
substituted “Department of Finance and 
Administration” for “Secretary of State” in 
the section heading and in the introduc- 
tory language of (a); and substituted “Sec- 
retary of the Department of Finance and 
Administration may specify in a form pro- 
mulgated under the Arkansas Corporate 
Franchise Tax Act of 1979, § 26-54-101 et 
seq.” for “Secretary of State may specify in 
a form promulgated pursuant to § 4-27- 
121(a)” in (a)(8). 

Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 
provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 


CHAPTER 28 
NONPROFIT ORGANIZATIONS 


SUBCHAPTER. 
1. GENERAL PROVISIONS. 
2. ARKANSAS NONPROFIT CORPORATION ACT. 


4, SOLICITATION OF CHARITABLE CONTRIBUTIONS. 


SUBCHAPTER 1 — GENERAL PROVISIONS 


SECTION. 
4-28-103. Statutory life insurance benefi- 
ciaries. 


SECTION. 
4-28-105. Capacity to assert and defend 
— Standing. 


4-28-103. Statutory life insurance beneficiaries. 


(a) For the purposes of this section, “public funds” means all federal, 
state, county, municipal, or other funds received from any taxing unit. 

(b)(1) Nonprofit corporations shall not use public funds to purchase 
key-man life insurance as a form of deferred compensation. 

(2) The insured employee shall not receive any cash values or other 
benefits from the purchase of key-man life insurance with public funds. 

(3) Nonprofit corporations purchasing key-man life insurance with 
public funds shall not transfer ownership or any other rights under 
such policies directly or indirectly to the insured. 
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(c) Nonprofit corporations violating subsection (b) of this section — 
shall not be eligible to receive any public funds for a period of two (2) 
years from the date the violations are discovered. 

(d)(1)(A) Notwithstanding any other law or rule to the contrary, any 
religious, educational, charitable, or benevolent institution, organi- 
zation, corporation, association, or trust, including, but not limited to, 
charitable remainder trusts, may be named beneficiary or owner, or 
both, of the policy or contract by any applicant for insurance upon his 
or her own life in any policy of life insurance issued by any life 
insurance company authorized to do business in this state or in the 
state of domicile of the applicant for insurance. 

(B) The applicant for insurance shall be deemed to have an 
unlimited insurable interest in his or her own life and is entitled to 
name any of the institutions as beneficiary of the insurance, and the 
beneficiaries or owners, or both, shall have the right to receive all 
death benefits provided for by the policy and to exercise the rights of 
ownership if granted ownership. 

(2) As to any life insurance policies heretofore issued by insurers 
naming any of the aforementioned institutions as beneficiaries or 
owners, or both, if the applicant for insurance was also the insured, the 
beneficiaries or owners, or both, shall be entitled to receive all death 
benefits provided by the policy and to exercise the rights of ownership 
if granted ownership. 


History. Acts 1987, No. 240, §§ 1-3; Amendments. The 2019 amendment 
1993, No. 1147, § 1808; 2019, No. 315,- substituted “rule” for “regulation” in 
§ 109. (d)(1)(A). 


4-28-105. Capacity to assert and defend — Standing. 


(a) Anonprofit organization may, in its own name, institute, defend, 
intervene, or participate in a judicial, administrative, or other govern- 
mental proceeding or in an arbitration, mediation, or any other form of 
alternative dispute resolution. 

(b) Anonprofit organization may, in its own name, assert a claim on 
behalf of its members if: ) 

(1) One (1) or more members of the nonprofit organization have 
standing to assert a claim in their own rights; 

(2) The interests the nonprofit organization seeks to protect are 
germane to its purpose; and 

(3) Neither the claim asserted nor the relief requested requires the 
participation of a member. 


History. Acts 2017, No. 822, § 1; 2019, substituted “own rights” for “own right” in 
No. 379, § 2. (b)(1). 
Amendments. The 2019 amendment 
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4-28-206 


SUBCHAPTER 2 — ARKANSAS NonpROFIT CORPORATION ACT 


SECTION. 

4-28-206. Articles of incorporation gener- 
ally. 

4-28-217. Rules by state agencies appli- 
cable. 


Effective Dates. Acts 2019, No. 108, 
§ 6: Feb. 13, 2019. Emergency clause pro- 
vided: “It is found and determined by the 
General Assembly of the State of Arkan- 
sas that a for-profit corporation could face 
severe adverse tax consequences for reor- 
ganizing as a nonprofit corporation that 
may result in being subjected to unwar- 
ranted penalties; that existing statutes 
relating to the process of converting to a 
nonprofit entity need amending to elimi- 
nate uncertainty and to prevent irrepa- 
rable harm on businesses operating in 
this state; and that this act is immediately 
necessary to clarify state law governing 


SECTION. 
4-28-222. Involuntary dissolution. 


conversion by a for-profit corporation to a 
nonprofit corporation and provide for 
timely ‘administration of business proce- 
dures. Therefore, an emergency is de- 
clared to exist, and this act being immedi- 
ately necessary for the preservation of the 
public peace, health, and safety shall be- 
come effective on: (1) The date of its ap- 
proval by the Governor; (2) If the bill is 
neither approved nor vetoed by the Gov- 
ernor, the expiration of the period of time 
during which the Governor may veto the 
bill; or (3) If the bill is vetoed by the 
Governor and the veto is overridden, the 
date the last house overrides the veto”. 


4-28-206. Articles of incorporation generally. 


(a) Any association of persons or for-profit corporation organized 
under the Arkansas Business Corporation Act of 1987, § 4-27-101 et 
seq., desirous of becoming incorporated under the provisions of the 
Arkansas Nonprofit Corporation Act, §§ 4-28-201 — 4-28-206 and 
4-28-209 — 4-28-224, shall file with the circuit court of the county in 
which the main office or principal place of business of the proposed 
corporation is located or proposed to be located signed and verified 
articles of incorporation, which shall set forth the following: 

(1) The name of the corporation; 

(2) The period of duration, which may be perpetual; 

(3) The purposes for which the corporation is organized; 

(4) Any provisions, not inconsistent with law, which the incorpora- 
tors elect to set forth in the articles of incorporation for the regulation 
of the internal affairs of the corporation, including any provision for 
distribution of assets on dissolution or final liquidation; 

(5) The address of its main office or principal place of business, and 
the name of its registered agent at that address; 

(6) The number of directors constituting the initial board of directors 
and the names and addresses of the persons who are to serve as the 
initial directors; 

(7) The name and address of each incorporator; 

(8) A statement that the corporation: 

(A) Is a nonprofit corporation; and 
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(B) Has converted under the Arkansas Nonprofit Corporation Act, 

8§ 4-28-201 — 4-28-206 and 4-28-209 — 4-28-224; and 

(9)(A) A description of the treatment of shares of stock. 

(B) The description of the treatment of shares of stock: 

(i) May provide for the exchange of shares of stock for certificates 
of membership if the corporation has members; or 

(ii) Shall provide that the shares of stock be canceled by the board 
of directors if the corporation does not have members. 

(b) If the circuit court finds that the articles of incorporation conform 
to law and that the incorporation is for a lawful purpose and is in the 
best interests of the public, the court may issue an order approving the 
incorporation of the proposed association of persons. 

(c) If the court approves the incorporation, the articles of incorpora- 
tion in duplicate, signed and verified, and a copy of the order of the 
court approving the incorporation shall be transmitted to the Secretary 
of State, who shall, when all fees have been paid as prescribed in the 
Arkansas Nonprofit Corporation Act, §§ 4-28-201 — 4-28-206 and 
4-28-209 — 4-28-224: 

(1) File the original of the articles in his or her office; and 

(2) Issue a certificate of incorporation to which he or she shall affix 
the other copy of the articles endorsed with the word “Filed” and the 
month, day, and year of the filing and return the certificate of incorpo- 
ration to the incorporators or their representative. 

(d) A corporation may amend its articles of incorporation from time 
to time, provided that the amendments are lawful under the Arkansas 
Nonprofit Corporation Act, §§ 4-28-201 — 4-28-206 and 4-28-209 — 
4-28-224. A copy of all amendments shall be filed with the Secretary of 
State within thirty (30) days after their passage. 

(e)(1) A for-profit corporation may convert to a nonprofit corporation 
under the Arkansas Nonprofit Corporation Act, §§ 4-28-201 — 4-28-206 and 
4-28-209 — 4-28-224, or the Arkansas Nonprofit Corporation Act of 19938, 
§ 4-33-101 et seq., upon the filing of an amendment to the corporation’s 
articles of incorporation with the information required under this section. 

(2) If an entity is a for-profit corporation that is converting to a 
nonprofit corporation, the conversion shall be approved by a three- 
fourths (%4) vote of the shareholders of the business corporation. 

(f) A conversion to a nonprofit corporation under this chapter is 
effective when an amendment to the articles of incorporation is filed 
with the Secretary of State and the Secretary of State has collected the 
filing fees, service fees, and copying fees required under § 4-33-122. 

(g) A conversion to a nonprofit corporation under this chapter is not 
a dissolution. 


History. Acts 1963, No. 176, §§ 5, 6; nized under the Arkansas Business Cor- 
A.S.A. 1947, §§ 64-1905, 64-1906; Acts poration Act of 1987, § 4-27-101 et seq.” in 
2019, No. 108, § 2. the introductory language of (a); and 

Amendments. The 2019 amendment added (a)(8), (a)(9), and (e) through (g). 
inserted “or for-profit corporation orga- 


21 NONPROFIT ORGANIZATIONS 4-28-222 


4-28-217. Rules by state agencies applicable. 


(a) If any nonprofit corporation established under the Arkansas 
Nonprofit Corporation Act, §§ 4-28-201 — 4-28-206 and 4-28-209 — 
4-28-224, engages in any activity controlled or regulated by any officer, 
agency, or department of this state, the activity shall be conducted in 
compliance with the laws and such rules as may be promulgated by the 
officer, agency, or department. 

(b) For the purpose of furthering the organization and operation of 
any nonprofit corporation as authorized by the Arkansas Nonprofit 
Corporation Act, §§ 4-28-201 — 4-28-206 and 4-28-209 — 4-28-224, any 
such officer, agency, or department of this state may issue necessary 
permits and licenses to the corporations and regulate the use of the 
permits and licenses as may be required for the operation of the 
corporations. 


History. Acts 1963, No. 176, § 16; substituted “Rules” for “Regulations” in 
A.S.A. 1947, § 64-1916; Acts 2019, No. the section heading; and deleted “and 


315, § 110. regulations” following “rules” in (a). 
Amendments. The 2019 amendment 


4-28-222. Involuntary dissolution. 


A corporation incorporated under the provisions of the Arkansas 
Nonprofit Corporation Act, §§ 4-28-201 — 4-28-206 and 4-28-209 — 
4-28-224, may be dissolved involuntarily by a decree of the Pulaski 
County Circuit Court in an action filed by the Attorney General or by a 
decree of the circuit court of the county in which that corporation is 
domiciled in an action filed by the prosecuting attorney when it is 
established that: 

(1) The corporation procured its articles of incorporation through 
fraud; 

(2) The corporation has continued to exceed or abuse the authority 
conferred upon it by law; 

(3) The corporation has failed for ninety (90) days to appoint and 
maintain a registered agent in this state; 

(4) The corporation has failed to keep proper accounting records as 
provided in the Arkansas Nonprofit Corporation Act, §§ 4-28-201 — 
4-28-206 and 4-28-209 — 4-28-224; 

(5) The corporation constitutes a public nuisance; or 

(6) The corporation has violated the laws of this state or the rules of 
any state regulatory board or commission having jurisdiction of any 
activity of the corporation. 


History. Acts 1963, No. 176, § 18; Amendments. The 2019 amendment 
A.S.A. 1947, § 64-1918; Acts 2019, No. deleted “and regulations” following “rules” 
Sis ELE in (6). 
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SUBCHAPTER 4 — SOLICITATION OF CHARITABLE CONTRIBUTIONS 


SECTION. 


4-28-401. 
4-28-402. 


4-28-4083. 


Definitions. 

Registration of charitable orga- 
nizations prior to solicita- 
tion. 

Annual financial reports and 
fiscal records. 


SECTION. 


4-28-408. 


notice — Contract require- 
ments — Prohibited prac- 
tices — Records — Deposit 
of funds. 

Commercial coventurers — Fil- 
ing of contracts — Terms 


4-28-404. Charitable organizations ex- — Accounting — Disclo- 
empted from registration sures required in advertis- 
and financial disclosure re- ing. 
quirements. 4-28-410. Documents. 

4-28-405. Charitable organization — Fil- 4-28-411. Professional telemarketers — 


4-28-406. 


ing of contracts. 
Fund-raising counsel — Regis- 
tration — Fees. 


4-28-412. 
4-28-413. 


Registration and renewal. 
Prohibited acts. 
Nonresident organization 


4-28-407. Paid solicitors — Registration, Service of process. 
fees, and bond — Filing of 4-28-415. Disposition of fees. 
contracts — Solicitation 4-28-417. Access to records. 


Effective Dates. Acts 2017, No. 


(Py 


§ 16: “effective on and after i anuary 1, 


2018”. 


4-28-401. Definitions. 


As used in this subchapter, unless the context otherwise requires: 
(1) “Charitable organization” means any person: 

(A) Who is or holds himself or herself out to be established for: 

(i) Any benevolent, educational, philanthropic, humane, scientific, 
patriotic, social welfare or advocacy, public health, environmental 
conservation, civic, or other eleemosynary purpose; or 

(ii) The benefit of law enforcement personnel, fire fighters, or other 
persons who protect the public safety; or 

(B) Who in any manner employs a charitable appeal as the basis of 


any solicitation or an appeal which has a tendency to suggest there is 

a charitable purpose to any solicitation; 

(2) “Charitable purpose” means any benevolent, educational, philan- 
thropic, humane, scientific, patriotic, social welfare or advocacy, public 
health, environmental conservation, civic, or eleemosynary objective; 

(3) “Charitable sales promotion” means an advertising or sales 
campaign conducted by a commercial coventurer which represents that 
the purchase or use of goods or services offered by the commercial 
coventurer will benefit a charitable organization or purpose; 

(4) “Commercial coventurer” means any person who for profit or 
other consideration is regularly and primarily engaged in trade or 
commerce other than in connection with the raising of funds or any 
other thing of value for a charitable organization and who advertises 
that the purchase or use of his or her goods, services, entertainment, or 
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any other thing of value normally sold without a charitable appeal will 
benefit a charitable organization during a charitable sales promotion; 

(5) “Contribution” means the grant, promise, or pledge of money, 
credit, property, financial assistance, or other thing of value in response 
to a solicitation; 

(6)(A) “Fund-raising counsel” means any person who for a flat fixed 
fee or fixed hourly rate under a written agreement plans, conducts, 
manages, carries on, advises, or acts as a consultant, whether directly 
or indirectly, in connection with soliciting contributions for or on 
behalf of any charitable organization, but who actually solicits no 
contributions as a part of the services. | 

(B) Fund-raising counsel do not receive or control funds or assets 
solicited for charitable purposes, nor do they procure or employ any 
compensated person to do so. 

(C) No lawyer, investment counselor, or banker who advises a 
person to make a contribution shall be deemed, as a result of that 
advice, to be a fund-raising counsel. 

(D) A bona fide salaried officer or employee of a registered or 
exempt charitable organization shall not be deemed to be a fund- 
raising counsel; 

(7) “Gross revenue” means income of any kind from all sources, 
including all amounts received as the result of any solicitation by a paid 
solicitor; | 

(8)(A) “Membership” means those persons to whom, for payment of 

-fees, dues, assessments, etc., an organization provides services and 
confers a bona fide right, privilege, professional standing, honor, or 

_ other direct benefit in addition to the right to vote, elect officers, or 
hold offices. | 

(B) The term “membership” shall not include those persons who 
are granted a membership upon making a contribution as the result 
of solicitation; 

(9)(A) “Paid solicitor” means a person who for compensation, other 

than any nonmonetary gift of nominal value awarded to a volunteer 

solicitor as an incentive or token of appreciation, performs for a 

charitable organization any service in connection with which contri- 

butions are solicited by the person or by any other person he or she 
employs, procures, or engages to solicit for compensation. 

(B) A lawyer, investment counselor, or banker who advises a 
person to make a contribution is not a paid solicitor as a result of that 
advice. 

(C) A bona fide nontemporary salaried officer or employee of a 
charitable organization is not a paid solicitor; 

(10) “Parent organization” means that part of a charitable organiza- 
tion which supervises and exercises control over the solicitation and 
expenditure activities of one (1) or more chapters, branches, or affili- 
ates; 

(11) “Person” means: 

(A) An individual; 
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(B) A corporation; 

(C) A limited liability corporation; 

(D) An association; 

(E) A partnership; 

(F) A foundation; or 

(G) Any other entity, however styled; 

(12) “Professional telemarketer” means any person who is employed 
or retained for compensation by a paid solicitor to solicit contributions 
in this state for charitable purposes; and 

(13)(A) “Solicitation” means each request, either directly or indi- 

rectly, for a contribution on the plea or representation that the 

contribution will be used for a charitable purpose. 

(B) “Solicitation” shall be deemed to occur when the request is 
made, at the place the request is received, whether or not the person 
making the request actually receives any contribution and includes, 
without limitation, the following methods of requesting a contribu- 
tion: 

(i) Any oral or written request; 

(ii) Any announcement concerning an appeal or campaign to which 
the public is requested to make a contribution for any charitable 
purpose connected therewith: 

(a) To the press; 

(6) Over radio or television; or 

(c) By telephone or telegraph; 

(iii) The distribution, circulation, posting, or publishing of any 
handbill, written advertisement, or other publication which directly 
or by implication seeks to obtain public support; or 

(iv) The sale of, offer of, or attempt to sell any advertisement, 
advertising space, subscription, ticket, or any service or tangible 
item: 

(a) In connection with which any appeal is made for any charitable 
purpose or where the name of any charitable organization is used or 
referred to in the appeal as an inducement or reason for making the 
sale; or 

(b) When or where, in connection with any sale, any statement is 
made that the whole or any part of the proceeds from the sale will be 
donated to any charitable purpose. | 


History. Acts 1999, No. 1198, § 1; lawyer” for “No lawyer” and “is not a paid 
2017, No. 629, § 1. solicitor” for “shall be deemed”, and de- 

Amendments. The 2017 amendment leted “to be a paid solicitor” at the end; 
removed the (9)(A)(i) designation and de-_ and substituted “is not” for “shall not be 
leted (9)(A)(Gi); in (9)(B), substituted “A deemed” in (9)(c). 
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4-28-402. Registration of charitable organizations prior to so- 
licitation. 


(a)(1) Acharitable organization, in or out of the state, shall not solicit 
contributions from persons in this state by any means whatsoever until 
the charitable organization has: 

(A) Registered; and 

(B) Provided certain information concerning the charitable orga- 
nization and its solicitation activity, as required by this subchapter, 
on forms to be provided by the Secretary of State, and has filed the 
information with the Secretary of State. 

(2) The information so filed shall be available to the general public as 
a matter of public record, except and to the extent the records would 
otherwise be exempt from disclosure under the Freedom of Information 
Act of 1967, § 25-19-101 et seq. 

(b) The information required under subdivision (a)(1)(B) of this 
section shall be submitted in writing, sworn to under oath, and 
provided on a registration form provided by the Secretary of State, to 
include without limitation: 

(1) The identity of the charitable organization by or for whom the 
solicitation is to be conducted, including without limitation: 

(A) The federal Taxpayer Identification Number; 

(B) Fictitious names or aliases under which the charitable organi- 
zation operates; 

(C) Program names under which the charitable organization solic- 
its; and 

(D) All chapters, branches, or affiliates that will operate, if any, 
under the registration of the parent charitable organization; 

(2) The mailing address and physical address of the charitable 
organization; 

(3) The charitable purpose of the charitable organization; 

(4) The individual or officer who will have custody of the contribu- 
tions; 

(5) The individuals responsible for the distribution of the contribu- 
tions; 

(6) The period of time during which the solicitation or promotion is to 
be conducted; 

(7) A description of the method or methods of solicitation or promo- 
tion, in such detail as may from time to time be determined by the 
Secretary of State; 

(8) Whether any solicitation or promotion is to be conducted by 
voluntary unpaid solicitors, by paid solicitors, or both; 

(9) If in whole or in part by paid solicitors: 

(A) The name and address of each paid solicitor; 
(B) The basis of payment; 

(C) The nature of the arrangement; and 

(D) A copy of the contract for services; and 

(10) A copy of the appropriate Internal Revenue Service tax-exempt 
status form. 
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(c) A chapter, branch, or affiliate in this state of a registered parent 
charitable organization is not required to register provided the parent 


charitable organization files a consolidated financial report or tax 


information form for itself and the chapter, branch, or affiliate. 


History. Acts 1999, No. 1198, § 2; 
2017, No. 727,°§ 1. 

Amendments. The 2017 amendment 
substituted “Secretary of State” for “Attor- 
ney General” throughout the section; sub- 
stituted “charitable organization and its 
solicitation activity” for “solicitation” in 
(a)(1)(B); rewrote the introductory lan- 
guage of (b); added “including without 
limitation” in the introductory language of 


(b)(1); added (b)(1)(A)-(D); in (b)(2), in- 
serted “mailing” and “and physical ad- 
dress”; rewrote (b)(3); inserted “solicita- 
tion or” in (b)(6) and (b)(8); inserted “or 
promotion” in (b)(7); in (c), inserted “chari- 
table” twice and substituted “is not” for 
“shall not be”; and made stylistic changes. 

Effective Dates. Acts 2017, No. 727, 
§ 16: “effective on and after January 1, 
2018”. 


4-28-403. Annual financial reports and fiscal records. 


(a)(1)(A) Each charitable organization subject to this subchapter 

shall file with the Secretary of State an annual financial report on 

forms prescribed by the Secretary of State no later than one hundred 
eighty (180) days after the last date of the charitable organization’s 
fiscal year. 

(B) The annual financial report described in subdivision (a)(1)(A) 
of this section shall be accompanied by a copy of all tax or information 
returns, including all schedules and amendments, submitted by the 
charitable organization to the Internal Revenue Service for the 
previous reporting year, except any schedules of contributors to the 
organization. 

(2) A charitable organization which maintains its books on other 
than a calendar-year basis, upon application to the Secretary of State, 
may be permitted to file the annual financial report described in 
subdivision (a)(1)(A) of this section with its tax or information returns 
referred to in subdivision (a)(1)(B) of this section within six (6) months 
after the close of its fiscal year. 7 

(b)(1) A charitable organization with gross revenue in excess of five 
hundred thousand dollars ($500,000) in any fiscal year it is registered 
shall include with its submission of the annual financial report and tax 
records referred to in subdivision (a)(1) of this section an audit report of 
a certified public accountant. 

(2) For purposes of this section, “gross revenue” does not include 
grants or fees from government agencies. 

(c) Charitable organizations that are required to register with the 
Secretary of State but are not required to file an information or tax 
return with the Internal Revenue Service should submit in lieu of the 
information or tax return an annual report on forms to be provided by 
the Secretary of State. 

(d) The Secretary of State may grant an extension of time not to 
exceed six (6) months for the filing of the tax records and other reports 
required by this section upon the charitable organization’s filing a 
notice that states the need for an extension. 
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(e)(1) Every charitable organization subject to the provisions of this 
subchapter shall keep a full and true record in such form as will enable 
the charitable organization accurately to provide the information 
required by this subchapter. | 

(2) All the records shall be open to inspection and copying at all times 
by the Secretary of State and the Attorney General. 

(3) The charitable organization shall retain records for at least five 
(5) years after the end of the fiscal year to which they relate. 

(4)(A) Any donor lists obtained under this subsection are not subject 

to disclosure under the Freedom of Information Act of 1967, § 25-19- 


101 et seq., without a court order authorizing the disclosure. 
(B) However, donor lists and other records obtained under this 
subsection may be disclosed to other law enforcement agencies. 


History. Acts 1999, No. 1198, § 3; 
2017, No. 727, § 2; 2019, No. 187, § 1. 

Amendments. The 2017 amendment 
substituted “Secretary of State” for “Attor- 
ney General” throughout the section; re- 
wrote (a); in (b)(1), inserted “annual finan- 
cial report and” and __ substituted 
“subdivision (a)(1)” for “subsection (a)”; 
substituted “Charitable organizations” for 
“Charities” in (c); in (d), deleted “upon 
written request and for good cause shown” 
preceding “may grant” and added “upon 
the charitable organization’s filing a no- 
tice that states the need for an extension”; 


inserted “Secretary of State and the” in 
(e)(2); substituted “at least five (5) years” 
for “no less than three (3) years” in (e)(3); 
and made stylistic changes. 

The 2019 amendment, in (a)(1)(A), de- 
leted “On or before August 1 of each year” 
preceding “Each charitable organization” 
and added “no later than one hundred 
eighty (180) days after the last date of the 
charitable organization’s fiscal year”. 

Effective Dates. Acts 2017, No. 727, 
§ 16: “effective on and after January 1, 
2018”. 


4-28-404. Charitable organizations exempted from registration 
and financial disclosure requirements. 


The following charitable organizations are not subject to the report- 
ing requirement under §§ 4-28-403 and 4-28-405, provided each orga- 
nization shall submit an application for a reporting exemption to the 
Secretary of State, on forms prescribed by the Secretary of State, 
together with any information as the Secretary of State may require to 
substantiate a reporting exemption under this section: 

(1) Religious organizations, i.e., any bona fide, duly constituted 
religious entity if the entity satisfies each of the following criteria: 

(A) The entity is exempt from taxation pursuant to the Internal 

Revenue Code; and 

(B) No part of the entity’s net income inures to the direct benefit of 
any individual; 

(2) Educational institutions, i1.e., any parent-teacher association or. 
educational institution, the curricula of which in whole or in part are 
registered or approved by any state or the United States either directly 
or by acceptance of accreditation by an accrediting body; 

(3) Political candidates and organizations, i.e., any candidate for 
national, state, or local elective office or a political party or other 
committee required to file information with the Federal Election 
Commission or any state election commission or its equivalent agency; 
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(4) Governmental organizations, i.e., any department branch or 
other instrumentality of the federal, state, or local governments; 

(5) Nonprofit hospitals, i.e., any nonprofit hospital licensed by this 
state or in any other state; 

(6) Any charitable organization which does not intend to solicit and 
receive, and does not actually receive, contributions in excess of 
twenty-five thousand dollars ($25,000) during a calendar year: 

(A) If all of its functions, including its fund-raising functions, are 
carried on by persons who are unpaid for their services; and 

(B) Provided that no part of its assets or income inures to the 
benefit of or is paid to any officer or member; and 

(7) Any person who solicits solely for the benefit of organizations 
described in subdivisions (1)-(6) of this section. 


History. Acts 1999, No. 1198, § 4; Effective Dates. Acts 2017, No. 727, 
2017, No. 727, § 3. _ § 16: “effective on and after January 1, 
Amendments. The 2017 amendment 2018”. 
rewrote the introductory language of the 
section. 


4-28-405. Charitable organization — Filing of contracts. 


(a) Each contract between a charitable organization and a fund- 
raising counsel shall be in writing and shall be filed by the charitable 
organization with the Secretary of State before the performance by the 
fund-raising counsel of any material services under the contract. 

(b) The contract shall contain any information that will enable the 
Secretary of State to identify the services the fund-raising counsel is to 
provide and the manner of his or her compensation. 


History. Acts 1999, No. 1198, § 5; “such information as” and “Secretary of 
20 Iie Ne.o12 i884. State” for “Attorney General”; and made a 
Amendments. The 2017 amendment _ stylistic change. 
substituted “Secretary of State before” for Effective Dates. Acts 2017; No. 727, 
“Attorney General prior to” in (a); in (b), § 16: “effective on and after January 1, 
substituted “any information that” for 2018”. 


4-28-406. Fund-raising counsel — Registration — Fees. 


(a) A person shall not act as a fund-raising counsel until he or she 
has first registered with the Secretary of State. 

(b) Applications for registration shall be submitted: 

(1) In writing; | 

(2) Under oath; 

(3) In the form prescribed by the Secretary of State; and 

(4) Accompanied by an annual fee in the sum of one hundred dollars 
($100). 

(c)(1) Registrations are valid for a period of one (1) year. 

(2) Registrations may be renewed upon the filing of a new applica- 
tion and the tendering of the fee previously prescribed for registration. 
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History. Acts 1999, No. 1198, § 6; 
2017, No. 727, § 5. 

Amendments. The 2017 amendment 
substituted “Secretary of State” for “Attor- 
ney General” in (a) and (b)(3); inserted the 
(b)(1)-(4) designations; added “submitted” 


4-28-407 


ignated former (c) as (c)(1) and (2); in- 
serted “valid” in (c)(1); and made stylistic 
changes. 

Effective Dates. Acts 2017, No. 727, 
§ 16: “effective on and after January 1, 
2018”. 


in the introductory language of (b); redes- 


4-28-407. Paid solicitors — Registration, fees, and bond — Filing 
of contracts — Solicitation notice — Contract re- 
quirements — Prohibited practices — Records — 
Deposit of funds. 


(a)(1) A person shall not act as a paid solicitor unless he or she has 
first registered with the Secretary of State. 

(2) Applications for registration shall be submitted: 

(A) In writing; 
(B) In the form prescribed by the Secretary of State; and 
(C) Accompanied by a fee in the amount of two hundred dollars 

($200) at the time of registration. 

(3) Each registration is valid for one (1) year and may be renewed for 
additional one-year periods. 

(b)(1) An applicant for registration as a paid solicitor at the time of 
making the application shall file with and have approved by the 
Secretary of State a bond in which the applicant shall be the principal 
obligor in the sum of ten thousand dollars ($10,000), with one (1) or 
more responsible sureties whose liability in the aggregate as the 
sureties shall be no less than that sum. 

(2)(A) The bond shall run to the Secretary of State and the Attorney 

General for the use of the state and to any person, including a 

charitable organization, that may have a cause of action against the 

paid solicitor for any liabilities resulting from the paid solicitor’s 
conduct of any activities in violation of this subchapter or arising out 
of a violation of this subchapter or any rule adopted under this 
subchapter, including any actions arising under this subchapter that 

give rise to a violation of the Deceptive Trade Practices Act, § 4-88- 

101 et seq. | 

(B) However, the aggregate liability of the surety to the state and 
to all other persons, including charitable organizations, shall not 
exceed the sum of the bond. 

(c) At least fifteen (15) days before the commencement of each 
solicitation campaign, a paid solicitor shall file with the Secretary of 
State a copy of the contract described in subsection (d) of this section. 

(d) A contract between a paid solicitor and a charitable organization 
shall: 

(1) Be in writing; 

(2) Clearly state the respective obligations of the paid solicitor and 
the charitable organization, including the compensation or remunera- 
tion to be paid by the charitable organization to the paid solicitor; and 
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(3) Require delivery of the names and addresses of all persons 
making contributions and the amounts thereof to the charitable orga- 
nization. 

(e)(1) A paid solicitor shall not represent that any part of the 
contributions received will be given or donated to any charitable 
organization unless the organization has consented in writing to the 
use of its name before the solicitation campaign. 

(2) The written consent shall be signed by an authorized officer, 
director, or trustee of the charitable organization. 

(f)(1) A paid solicitor shall not represent that tickets to an event are 
to be donated for use by another person unless the paid solicitor has 
first obtained a commitment in writing from a charitable organization 
stating that it will accept donated tickets and specifying the number of 
tickets that it will accept and provided no more contributions for 
donated tickets shall be solicited than the number of ticket commit- 
ments received from the charitable organization. 

(2) A charitable organization shall not commit to accept more do- 
nated tickets than it can reasonably expect to use. 

(3) Donated tickets shall be used according to the representations 
made to the consumer at the time of solicitation. 

(g) A paid solicitor shall require any person he or she employs, 
procures, or engages to solicit to comply with the provisions of subsec- 
tions (e) and (f) of this section. 

(h)(1) A paid solicitor shall file a financial report for a solicitation | 
campaign with the Secretary of State no more than ninety (90) days 
after a solicitation campaign has been completed and on the anniver- 
sary of the commencement of any solicitation campaign which lasts 
more than one (1) year. 

(2) The financial report shall include gross revenue and an itemiza- 
tion of all expenditures incurred and the amount of moneys ultimately 
remitted to the charitable organization absent payment of any fees or 
costs to the paid solicitor. 

(3) The report shall be completed on a form prescribed by the 
Secretary of State. 

(4) An authorized official of the paid solicitor and two (2) authorized 
officials of the charitable organization shall sign the report, and they 
shall certify, under oath, that the report is true and complete to the best 
of their knowledge. 

(i) A paid solicitor shall maintain during each solicitation campaign 
and for at least five (5) years after the completion of each solicitation 
campaign the following records, which shall be available to the Secre- 
tary of State and the Attorney General for inspection upon request: 

(1) The name and residence of each employee, agent, or other person 
involved in the solicitation campaign; 

(2) Records of all income received and expenses incurred in the 
course of the solicitation campaign; and 

(3) The names and addresses of all persons making contributions 
and the amounts thereof. 
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(j) If a paid solicitor sells tickets to an event and represents that 
tickets will be donated for use by another, the paid solicitor shall 
maintain for at least five (5) years after the completion of the event the 
following record, which shall be available to the Secretary of State and 
the Attorney General for inspection upon request: 

(1) The name and address of all organizations receiving donated 
tickets for use by others; and 

(2) The number of tickets received by each organization. 

(k) Each contribution in the control or custody of the paid solicitor 
shall, in its entirety and within five (5) days of its receipt, be deposited, 
maintained, and administered in an account in a bank or other 
federally insured financial institution that shall be in the name of the 
charitable organization and over which that charitable organization 
has sole control over all withdrawals. 

(1) Any material change in any information filed with the Secretary 
of State pursuant to this section shall be reported in writing by the paid 
solicitor to the Secretary of State not more than thirty (30) days after 
the change occurs. 

(m) All records required under this section shall be open to inspec- 
tion, examination, and copying during usual and customary business 
hours by the Secretary of State and the Attorney General or other 
authorized agencies. 


History. Acts 1999, No. 1198, § 7; 
2017, No. 727, § 6. 

Amendments. The 2017 amendment 
substituted “Secretary of State” for “Attor- 
ney General” throughout the section; in- 
serted “Secretary of State and the” preced- 
ing “Attorney General” in (b)(2)(A), (i), 
and (j); added “submitted” in the introduc- 
tory language of (a)(2); inserted the 
(a)(2)(A)-(C) designations; substituted 
“rule” for “regulation” in (b)(2)(A); substi- 
tuted “not” for “in no event” in (b)(2)(B); 


inserted “person” in (f)(1); substituted 
“shall” for “will” in (f)(3); substituted 
“charitable organization” for “charity” in 
(h)(2); substituted “at least five (5) years” 
for “not less than three (3) years” in the 
introductory language of (i) and (j); in- 
serted the (j)(1) and (2) designations; and 
made stylistic changes. 

Effective Dates. Acts 2017, No. 727, 
§ 16: “effective on and after January 1, 
2018”. 


4-28-408. Commercial coventurers — Filing of contracts — 
Terms — Accounting — Disclosures required in ad- 


vertising. 


(a)(1) Every charitable organization subject to the registration re- 
quirements of this subchapter that agrees to permit a charitable sales 
promotion to be conducted in its behalf shall obtain a written agree- 
ment from the commercial coventurer and file a copy of the agreement 
with the Secretary of State before the commencement of the charitable 
sales promotion within this state. 

(2) An authorized representative of the charitable organization and 
the commercial coventurer shall sign the agreement, and the terms of 
the agreement shall include at a minimum the following: 

(A) The goods or services to be offered to the public; 


4-28-410 BUSINESS AND COMMERCIAL LAW OZ 

(B) The geographic area where, and the starting and final date 
when, the offering is to be made; 

(C) The manner in which the name of the charitable organization 
is to be used, including any representation to be made to the public as 
to the amount or percent per unit of goods or service purchased or 
used that is to benefit the charitable organization; 

(D) A provision for an accounting on a per unit basis to be given by 
the commercial coventurer to the charitable organization and the 
date on which it is to be made; and 

(KE) The date when and the manner in which the benefit is to be 
conferred on the charitable organization. 

(b) A commercial coventurer shall keep the final accounting for each 
charitable sales promotion for three (3) years after the accounting date, 
and the accounting shall be available to the Secretary of State and the 
Attorney General upon reasonable request. 

(c)(1) A commercial coventurer shall disclose in each advertisement 
for a charitable sales promotion the amount per unit of goods or services 
purchased or used that is to benefit the charitable organization or 
purpose. 

(2) The amount may be expressed as a dollar amount or as a 
percentage of the value of the goods or services purchased or used. 


History. Acts 1999, No. 1198, § 8; 
ZOUT SING a U2 soe: (eter 

Amendments. The 2017 amendment, 
in (a)(1), substituted “that” for “which”, 
substituted “Secretary of State before” for 
“Attorney General prior to”, and substi- 


within this state” for “within this state of 
the charitable sales promotion”; and in- 
serted “Secretary of State and the” in (b). 

Effective Dates. Acts 2017, No. 727, 
§ 16: “effective on and after January 1, 
2018”. 


tuted “of the charitable sales promotion 


4-28-410. Documents. 


(a) All contracts, scripts, pamphlets, handouts, and other materials 
used by paid solicitors shall be in writing, and true and correct copies of 
* all documents used in any promotion shall be kept on file in the offices 
of the paid solicitor and in the offices of the charitable organization on 
whose behalf the promotion is conducted for a period of five (5) years 
from the date the solicitation of contributions for the promotion 
commences. 

(b) The documents shall be available for inspection, examination, 
and copying by the Secretary of State and the Attorney General and 
other authorized agencies during usual and customary business hours. 


History. Acts 1999, No. 1198, § 10; 
2ONEING: TZ 1-889: 

Amendments. The 2017 amendment 
substituted “five (5) years” for “three (3) 


years” in (a); and inserted “Secretary of 


State and the” in (b). 


Effective Dates. Acts 2017, No. 727, 
§ 16: “effective on and after January 1, 
2018”. 
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4-28-411. Professional telemarketers — Registration and re- 
newal. 


(a) Every professional telemarketer shall be employed in a principal- 
agent relationship by a paid solicitor registered under this subchapter 
and shall, within seventy-two (72) hours after accepting employment, 
register with the Secretary of State. 

(b) An application for registration under this section shall be in 
writing, under oath, in the form prescribed by the Secretary of State, 
and shall be accompanied by a fee in the sum of ten dollars ($10.00). 

(c) When effected, the registration shall be for a period of one (1) year 
and may be renewed upon the payment of the fee prescribed in this 
section for additional one-year periods. 


History. Acts 1999, No. 1198, § 11; 
ZOU Nor e27 28> 10. 

Amendments. The 2017 amendment 
substituted “Secretary of State” for “Attor- 
ney General” in (a) and (b); in (a), substi- 
tuted “shall” for “must” and “under” for 


“pursuant to”; and substituted “An appli- 
cation for registration under this section” 
for “Application for registration” in (b). 

Effective Dates. Acts 2017, No. 727, 
§ 16: “effective on and after January 1, 
2018”. 


4-28-412. Prohibited acts. 


It shall be a violation of this subchapter for: 

(1) Any person to make any misrepresentation, either express or 
implied, during the course of soliciting funds for a charitable organiza- 
tion; 

(2) Any charitable organization to engage in any financial transac- 
tion that knowingly jeopardizes or interferes with the ability of the 
charitable organization to accomplish its charitable purpose; 

(3) Any person to knowingly use or exploit the fact of registration so 
as to lead the public to believe that such registration constitutes an 
endorsement or approval by the state; 

(4) Any person to knowingly misrepresent that any other person 
sponsors or endorses a solicitation; 

(5) Any person to knowingly either use the name of a charitable 
organization or display any emblem, device, or printed matter belong- 
ing to or associated with a charitable organization without the express 
written permission of the charitable organization; 

(6) Any charitable organization to knowingly use a name that is the 
same as or confusingly similar to the name of another charitable 
organization unless the latter organization consents in writing to its 
use; 

(7) Any charitable organization to represent itself as being associ- 
ated with another charitable organization without the express written 
acknowledgment and endorsement of the other charitable organization; 

(8) Any person to knowingly make any false or misleading state- 
ments on any document required to be filed with the Secretary of State; 

(9) Any person to fail to substantially comply with the requirements 
of this subchapter; 
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(10) Any charitable organization to use the services of an unregis- 
tered paid solicitor who is required to register pursuant to this 
subchapter; 

(11) Any paid solicitor to solicit contributions from citizens or atities 
located in this state on behalf of an unregistered charitable organiza- 
tion; and 

(12) Any person to use an Arkansas address, including a return 
address, in any solicitation unless the: 

(A) Charitable organization maintains and staffs | an office at that 
address: 

(B) Solicitation discloses in writing immediately bila a el to the 
address located in this state both the address of the charitable 
organization’s actual headquarters and the fact that the address is 
that of a mail drop box or is located in a mail-handling facility; or 

(C) Person, if soliciting by phone, discloses the address of the 
organization’ s actual headquarters in addition to any address main- 
tained in this state. 


History. Acts 1999, No. 1198, § 12; tuted “Secretary of State” for “Attorney 
2005, No. 257, § 1; 2017, No. 727, §§ 11, General” in (8). 


hen Effective Dates: Acts 2017, No. 727,> 
Amendments. The 2017 amendment  § 16: “effective on and after January 1, 

substituted “subchapter” for “section” in 9918”. 

the introductory language; and substi- 


4-28-413. Nonresident organization — Service of process. 


(a) Anonresident charitable organization, paid solicitor, fund-raising 
counsel, or professional telemarketer desiring to solicit funds within 
the State of Arkansas shall file with the Secretary of State an irrevo- 
cable written consent that in suits, proceedings, and actions growing 
out of the violation of this subchapter, or as a result of any activities 
conducted within this state giving rise to a cause of action, service on 
the Secretary of State shall be as valid and binding as if due service had 
been made on the charitable organization, paid solicitor, fund-raising 
counsel, or professional telemarketer. 

(b)(1) In case any process or pleadings are served upon the Secretary 
of State, they shall be in triplicate, one (1) copy of which shall be filed 
with the Secretary of State, one (1) copy of which shall be forwarded by 
the Secretary of State to the Attorney General, and the other immedi- 
ately forwarded by the Secretary of State by registered or certified mail 
to the principal office or place of business of the nonresident charitable 
organization, paid solicitor, fund-raising counsel, or professional tele- 
marketer. | 

(2) Service placed upon the Secretary of State shall be returned no 
later than thirty (30) days. 


History. Acts 1999, No. 1198, § 13; substituted “Secretary of State” for “Attor- 
2017)'No.'727;'§ 13. ney General” twice in (a) and (b)(1); de- 
Amendments. The 2017 amendment  leted “any provision of” following “viola- 
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tion of in (a); in (b)(1), substituted eral” for “in the office of the Attorney 
“triplicate” for “duplicate”, and substi- General”; and rewrote (b)(2). 

tuted “with the Secretary of State, one (1) Effective Dates. Acts 2017, No. 727, 
copy of which shall be forwarded by the § 16: “effective on and after January 1, 
Secretary of State to the Attorney Gen- 2018”. 


4-28-415. Disposition of fees. 


All registration fees collected by the Secretary of State under this 
subchapter shall be deposited into the State Treasury, and the Trea- 
surer of State shall credit them as general revenues to the various 
funds in the respective amounts to each and to be used as provided in 
the Revenue Stabilization Law, § 19-5-101 et seq. 


History. Acts 1999, No. 1198, § 15; and deleted “for the purposes” preceding 
2017, No. 727, § 14. “as provided”. 
Amendments. The 2017 amendment Effective Dates. Acts 2017, No. 727, 


inserted “registration”, substituted “Sec- § 16: “effective on and after January 1, 
retary of State” for “Attorney General”, 92018”. 


and “into” for “in” following “deposited”, 


4-28-417. Access to records. 


The Attorney General shall have access to all records filed with the 
Secretary of State under this subchapter. 


History. Acts 2017, No. 727, § 15. § 16: “effective on and after January 1, 
Effective Dates. Acts 2017, No. 727, 2018”. | 
CHAPTER 29 


PROFESSIONAL CORPORATIONS 


' SUBCHAPTER. - 


2. ARKANSAS PROFESSIONAL CORPORATION ACT. 
3. MeEpICAL CorporaTION AcT. 
4, DENTAL CorporaTION ACT. 


SUBCHAPTER 2 — ARKANSAS PROFESSIONAL CORPORATION ACT 


SECTION. SECTION. 
4-29-209. Employees. 4-29-211. Certificate of registration — 
4-29-210. Certificate of registration — Is- Suspension or revocation. 


suance, renewal, etc. 


4-29-209. Employees. 


Each individual employee licensed pursuant to the laws of this state 
to engage in his or her profession who is employed by a corporation 
subject to this subchapter shall remain subject to reprimand or disci- 
pline for his or her conduct under the provisions of the laws or rules 
governing or applicable to his or her profession. 
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History. Acts 1963, No. 155, § 16; Amendments. The 2019 amendment 
A.S.A. 1947, § 64-2016; Acts 2019, No. substituted “rules” for “regulations”. 
315),$-0112. 


4-29-210. Certificate of registration — Issuance, renewal, etc. 


(a) No corporation shall open, operate, or maintain an establishment 
for any of the purposes set forth in §§ 4-29-202 and 4-29-206 without a 
certificate of registration from the state board, department, or agency, 
as the case may be, authorized by law to license individuals to engage 
in the profession concerned. 

(b) Applications for registration shall be made in writing and shall 
contain the name and address of the corporation and such other 
information as may be required by the board, department, or agency. 

(c)(1) Upon receipt of the application, the board, department, or 
agency shall make an investigation of the corporation. 

(2) If it finds that the incorporators, officers, directors, and sharehold- 
ers are each licensed pursuant to the laws of Arkansas to engage in the 
particular profession involved, and if no disciplinary action is pending 
before it against any of them, and if it appears that the corporation will be 
conducted in compliance with the law and the rules of the board, 
department, or agency, it shall issue, upon payment of a registration fee of 
twenty-five dollars ($25.00), a certificate of registration which shall 
remain effective until January 1 following the date of the registration. 

(d) Upon written application of the holder, accompanied by a fee of 
ten dollars ($10.00), the board, department, or agency which originally 
issued the certificate of registration shall annually renew the certificate 
of registration if it finds that the corporation has complied with its rules 
and the provisions of this subchapter. 

(e) The certificate of registration shall be conspicuously posted upon 
the premises to which it is applicable. 

(f) In the event of a change of location of the registered establish- 
ment, the board, department, or agency, in accordance with its rules, 
shall amend the certificate of registration so that it shall apply to the 
new location. 

(g) No certificate of registration shall be assignable. 


History. Acts 1963, No. 155, §§ 5-9; Amendments. The 2019 amendment 
A.S.A. 1947, §§ 64-2005 — 64-2009; Acts substituted “rules” for “regulations” in 


2019, No. 315, §§ 1138-115. (c)(2), (d), and (f). 
4-29-211. Certificate of registration — Suspension or revoca- 
tion. 


(a) The state board, department, or agency which issued the certifi- 
cate of registration may suspend or revoke it for any of the following 
reasons: 

(1) The revocation or suspension of the license to practice the 
profession of any officer, director, shareholder, or employee not 
promptly removed or discharged by the corporation; 
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(2) Unethical professional conduct on the part of any officer, director, 
shareholder, or employee not promptly removed or discharged by the 
corporation; 

(3) The death of the last remaining shareholder; or 

(4) Upon finding that the holder of a certificate has failed to comply 
with the provisions of this subchapter or the rules prescribed by the 
state board, department, or agency that issued it. 

(b) Before any certificate of registration is suspended or revoked, the 
holder shall be given written notice of the proposed action and the 
reasons therefor and shall be given a public hearing by the state board, 
department, or agency giving the notice, with the right to produce 
testimony and other evidence concerning the charges made. The notice 
shall also state the place and date of the hearing, which shall be at least 
ten (10) days after service of the notice. 


History. Acts 1963, No. 155, §§ 10, 11; Amendments. The 2019 amendment 
A.S.A. 1947, §§ 64-2010, 64-2011; Acts substituted “rules” for “regulations” in 
2019,.Np.1°315, § 1.16: (a)(A4). 


SUBCHAPTER 3 — MEDICAL CORPORATION ACT 


SECTION. SECTION. 
4-29-309. Certificate of registration —Is- 4-29-310. Certificate of registration — 
suance, renewal, etc. Suspension or revocation. 


4-29-309. Certificate of registration — Issuance, renewal, etc. 


(a) No corporation shall open, operate, or maintain an establishment 
for any of the purposes set forth in § 4-29-305 without a certificate of 
registration from the Arkansas State Medical Board. 

(b) Application for the registration shall be made to the board in 
writing and shall contain the name and address of the corporation and 
such other information as may be required by the board. 

(c)(1) Upon receipt of the application, the board shall make an 
investigation of the corporation. 

(2) If the board finds that the incorporators, officers, directors, and 
shareholders are each licensed pursuant to the Arkansas Medical 
Practices Act, § 17-95-201 et seq., § 17-95-301 et seq., and § 17-95-401 
et seq., and if no disciplinary action is pending before the board against 
any of them, and if it appears that the corporation will be conducted in 
compliance with law and the regulations of the board, the board shall 
issue, upon payment of a registration fee of twenty-five dollars ($25.00), 
a certificate of registration which shall remain effective until January 1 
following the date of the registration. 

(d) Upon written application of the holder, accompanied by a fee of 
ten dollars ($10.00), the board shall annually renew the certificate of 
registration if the board finds that the corporation has complied with its 
rules and the provisions of this subchapter. 

(e) The certificate of registration shall be conspicuously posted upon 
the premises to which it is applicable. 
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(f) In the event of a change of location of the registered establish- 
ment, the board, in accordance with its rules, shall amend the certifi- 
cate of registration so that it shall apply to the new location. : 

(g) No certificate of registration shall be assignable. 


History. Acts 1961, No. 179, §§ 5-9; Amendments. The 2019 amendment 
A.S.A. 1947, §§ 64-1705 — 64-1709; Acts substituted “rules” for “regulations” in (d) 


2019%:Noz 315; $8 172118: and (f). 
4-29-310. Certificate of registration — Suspension or revoca- 
tion. 


(a) The Arkansas State Medical Board may suspend or revoke any 
certificate of registration for any of the following reasons: 

(1) The revocation or suspension of the license to practice medicine of 
any officer, director, shareholder, or employee not promptly removed or 
discharged by the corporation; 

(2) Unethical professional conduct on the part of any officer, director, 
shareholder, or employee not promptly removed or discharged by the 
corporation; | 

(3) The death of the last remaining shareholder; or 

(4) Upon finding that the holder of a certificate has failed to comply 
with the provisions of this subchapter or the rules prescribed by the 
board. 

(b)(1) Before any certificate of registration is suspended or revoked, 
the holder shall be given written notice of the proposed action and the 
reasons therefor and shall be given a public hearing by the board with 
the right to produce testimony concerning the charges made. 

(2) The notice shall also state the place and date of the hearing which 
shall be at least five (5) days after service of the notice. 


History. Acts 1961, No. 179, §§ 10, 11; Amendments. The 2019 amendment 
A.S.A. 1947, §§ 64-1710, 64-1711; Acts substituted “rules” for “regulations” in 
2019, No. 815, § 119. (a)(4). 


SUBCHAPTER 4 — DENTAL CORPORATION ACT 


SECTION. 7 SECTION. 
4-29-408. Certificate of registration —Is- 4-29-409. Certificate of registration — 
suance, renewal, etc. Suspension or revocation. 


4-29-408. Certificate of registration — Issuance, renewal, etc. 


(a) No corporation shall open, operate, or maintain an establishment 
for any of the purposes set forth in § 4-29-404 without a certificate of 
registration from the Arkansas State Board of Dental Examiners. 

(b) Application for the registration shall be made to the board in 
writing and shall contain the name and address of the corporation and 
such other information as may be required by the board. 

(c)(1) Upon receipt of the application, the board shall make an 
investigation of the corporation. 
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(2) If the board finds that the incorporators, officers, directors, and 
shareholders are each licensed pursuant to the Arkansas Dental 
Practice Act, § 17-82-101 et seq., and if no disciplinary action is 
pending before the board against any of them, and if it appears that the 
corporation will be conducted in compliance with law and the rules of 
the board, the board shall issue upon payment of a registration fee of 
twenty-five dollars ($25.00) a certificate of registration which shall 
remain effective until January 1 following the date of the registration. 

(d) Upon written application of the holder, accompanied by a fee of 
ten dollars ($10.00), the board shall annually renew the certificate of 
registration if the board finds that the corporation has complied with its 
rules and the provisions of this subchapter. 

(e) The certificate of registration shall be conspicuously posted upon 
the premises to which it is applicable. 

(f) In the event of a change of location of the registered establish- 
ment, the board, in accordance with its rules, shall amend the certifi- 
cate of registration so that it shall apply to the new location. 

(g) No certificate of registration shall be assignable. 


History. Acts 1961, No. 471, §§ 5-9; Amendments. The 2019 amendment 
A.S.A. 1947, §§ 64-1805 — 64-1809; Acts substituted “rules” for “regulations” in 


2019, No. 315, §§ 120-122. (c)(2), (d), and (f). 
4-29-409. Certificate of registration — Suspension or revoca- 
tion. 


(a) The Arkansas State Board of Dental Examiners may suspend or 
revoke any certificate of registration for any of the following reasons: 

(1) The revocation or suspension of the license to practice dentistry of 
any officer, director, shareholder, or employee not promptly removed or 
discharged by the corporation; 

(2) Unethical professional conduct on the part of any officer, director, 
shareholder, or employee not promptly removed or discharged by the 
corporation; 

(3) The death of the last remaining shareholder; or 

(4) Upon finding that the holder of a certificate has failed to comply 
with the provisions of this subchapter or the rules prescribed by the 
board. 

(b) Before any certificate of registration is suspended or revoked, the 
holder shall be given written notice of the proposed action and the 
reasons therefor and shall be given a public hearing by the board with 
the right to produce testimony concerning the charges made. The notice 
shall also state the place and date of the hearing, which shall be at least 
five (5) days after service of the notice. 


History. Acts 1961, No. 471, $§ 10, 11; Amendments. The 2019 amendment 
A.S.A. 1947, §§ 64-1810, 64-1811; 2019, substituted “rules” for “regulations” in 
Novator sarc. (a)(4). 


4-30-107 BUSINESS AND COMMERCIAL LAW 40 


CHAPTER 30 
COOPERATIVE ASSOCIATIONS 


SUBCHAPTER. 
1. GENERAL PROVISIONS. 
2. COOPERATIVE BANKS. 


SUBCHAPTER 1 — GENERAL PROVISIONS 


SECTION. SECTION. 
4-30-107. Membership — Purposes — 4-30-108. Articles of incorporation. 
Powers. 


4-30-107. Membership — Purposes — Powers. 


(a) Any number of persons, corporations, or entities may associate 
themselves together as a cooperative corporation for any one (1) or more 
_ of the following purposes under the cooperative plan of the cooperative 
corporation: 

(1) Conducting an agricultural, dairy, mercantile, mining, manufac- 
turing, mechanical, marketing, warehousing, transportation, construc- 
tion, building, or property management business; 

(2) Conducting the business of the cooperative corporation; or 

(3) Accomplishing a purpose of the cooperative corporation. 

(b) A cooperative corporation may: 

(1) Buy, sell, or deal in products: 

(A) Produced or owned by the following: 

(i) The cooperative corporation; 

(ii) The individual members or patrons of the cooperative corpora- 
tion; 

(ii) Another cooperative corporation; 

(iv) The individual members or patrons of another cooperative 
corporation; and 

(B) Available in the open market; 

(2) Negotiate the price at which the products of the cooperative 
* corporation may be sold; 

(3) Enter into a contract between the cooperative corporation and the 
individual members and patrons of the cooperative corporation or on 
behalf of the cooperative corporation or the individual members and 
patrons of the cooperative corporation; 

(4) Purchase, hold, lease, mortgage, encumber, sell, exchange, and 
convey real and personal property; 

(5) Erect buildings, structures, and other facilities on: 

(A) Property owned or leased by the cooperative corporation; and 
(B) A right-of-way legally acquired by the cooperative corporation; 

(6) Issue bonds and other evidence of indebtedness and borrow 

money to finance the business of the cooperative corporation; 


4l COOPERATIVE ASSOCIATIONS 4-30-107 

(7) Make an advance to the individual members and patrons of the 
cooperative corporation on products delivered by the individual mem- 
bers and patrons to the cooperative corporation; 

(8) Loan money to an individual member of the cooperative corpora- 
tion or a corporation or association from which the cooperative corpo- 
ration is constituted, with security that the cooperative corporation 
considers sufficient; 

(9) Purchase, acquire, hold, or dispose of stock of another association 
or corporation and assume all rights, interests, privileges, responsibili- 
ties, and obligations arising out of the ownership of the stock; 

(10) Purchase, own, and hold shares of capital stock, memberships, 
interests in nonstock capital, and evidences of indebtedness of a 
corporation if the purchase, ownership, or holding of the shares of 
capital stock, memberships, interests in nonstock capital, and evi- 
dences of indebtedness of the corporation is necessary or incidental to 
accomplishing a purpose stated in the articles of incorporation of the 
cooperative corporation; 

(11) Exercise fiduciary powers in relation to the members, coopera- 
tives, or associations from which the cooperative corporation is consti- 
tuted; 

(12) Take, receive, and hold real and personal property, including 
without limitation the principal and interest of money or other funds 
and rights in a contract, in trust for any purpose not inconsistent with 
the purposes of the cooperative corporation as determined by the 
articles of incorporation of the cooperative corporation; and 

(13) Exercise fiduciary powers in relation to taking, receiving, and 
holding real and personal property. 


History. Acts 1921, No. 632, § 2; Pope’s “(4) It is the public policy of this state 
Dig., § 2263; A.S.A. 1947, § 64-1503; Acts _ to: 


1989, No. 493, § 2; 2017, No. 748, § 2. 

A.C.R.C. Notes. Acts 2017, No. 748, 
§ 1, provided: “Legislative intent. The 
General Assembly finds that: 

“(1) Many rural and small communities 
in Arkansas are losing residents and are 
struggling to preserve their unique local 
identity; 

“(2) Many former residents of the state 
maintain an emotional attachment to 
their hometowns after they have moved 
and are interested in investing financially 
in their hometowns; 

“(3) Local communities around this 
state often need capital injection; how- 
ever, most struggle to attract capital in- 
vestors to fund hometown and small town 
ventures; 


“(A) Promote capitalism and democ- 
racy; and | 

“(B) Enable and encourage residents 
and citizens to: 

“() Become entrepreneurs; 

“(ii) Be more commercially productive; 

“(iii) Create more jobs; and 

“(iv) Create organic growth of business; 
and 

“(5) Deregulation of cooperatives will 
open the door to investment of capital in 
Arkansas’s most vulnerable places.” 

Amendments. The 2017 amendment 
added “— Powers” to the section heading; 
and rewrote the section. 


4-30-108 


4-30-108. Articles of incorporation. 
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} 


(a) The members shall sign and acknowledge written articles of 


incorporation which shall contain: 


(1) The name of the cooperative corporation; 
(2) The name and residences of the persons forming the cooperative 


corporation; 


(3) The purpose of the organization; 
(4) The principal place of business; 


(5) The amount of capital stock; 


(6) The number of shares and the par value of each share; 
(7) The number of directors and the names of those selected for the 


first term; and 


(8) The time for which the cooperative corporation is to continue if 
the cooperative corporation is not of perpetual duration. 

(b) The original articles of incorporation or a certified copy of them 
shall be filed with the Secretary of State, who shall return to the 
cooperative corporation a certified copy of them, with the date of filing 
and attested with the seal of his or her office. 

(c) For filing the articles of incorporation and amendments thereto 
under this subchapter, the same fees shall be paid to the Secretary of 
State as are now required under the general corporation law. 


History. Acts 1921, No. 632, §§ 3-5; 
Pope’s Dig., §§ 2264 — 2266; A.S.A. 1947, 
§§ 64-1504 — 64-1506; Acts 2017, No. 
(EST Se 


A.C.R.C. Notes. Acts 2017, No. 748, 


§ 1, provided: “Legislative intent. The 
General Assembly finds that: 

“(1) Many rural and small communities 
in Arkansas are losing residents and are 
struggling to preserve their unique local 
identity; 

“(2) Many former residents of the state 
maintain an emotional attachment to 
their hometowns after they have moved 
and are interested in investing financially 
in their hometowns; 

“(3) Local communities around this 
state often need capital injection; how- 
ever, most struggle to attract capital in- 
vestors to fund hometown and small town 
ventures; . 


“(4) It is the public policy of this state 
to: 

“(A) Promote capitalism and democ- 
racy; and 

“(B) Enable and encourage residents 
and citizens to: 

“) Become entrepreneurs; 

“(i) Be more commercially productive; 

“(ii) Create more jobs; and 
“Giv) Create organic growth of business; 
and / 

“(5) Deregulation of cooperatives will 
open the door to investment of capital in 
Arkansas’s most vulnerable places.” 

Amendments. The 2017 amendment 
inserted “cooperative” preceding “corpora- 
tion” in (a)(1), (a)(2), (a)(8), and (b); and 
substituted “if the cooperative corporation 
is not of perpetual duration” for “not to 
exceed fifty (50) years” in (a)(8). 


SUBCHAPTER 2 — COOPERATIVE BANKS 


SECTION. 


4-30-207. Banks declared investment 


companies — Penalty — 
Exception. 


43 


Effective Dates. Acts 2019, No. 910, 
§ 6346(b): July 1, 2019. Emergency clause 
provided: “It is found and determined by 
the General Assembly of the State of Ar- 
kansas that this act revises the duties of 
certain state entities; that this act estab- 
lishes new departments of the state; that 
these revisions impact the expenses and 
operations of state government; and that 
the sections of this act other than the two 
uncodified sections of this act preceding 
the emergency clause titled ‘Funding and 
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classification of cabinet-level department 
secretaries’ and “Transformation and Effi- 
ciencies Act transition team’ should be- 
come effective at the beginning of the 
fiscal year to allow for implementation of 
the new provisions at the beginning of the 
fiscal year. Therefore, an emergency is 
declared to exist, and Sections 1 through 
6343 of this act being necessary for the 
preservation of the public peace, health, 
and safety shall become effective on July 
de 20197 


4-30-207. Banks declared investment companies — Penalty — 
Exception. 


(a) Every cooperative bank organized under this chapter prior to 
March 22, 1937, which is not situated in a city, town, or community in 
which there is also situated a state or national bank or a teller’s window 
branch thereof is declared to be an investment company and shall be 
placed under the regulation and supervision of the State Securities 
Department, in the same manner as now provided by law for .other 
investment companies. The Securities Commissioner, in consultation 
with the Secretary of the Department of Commerce, is authorized, 
empowered, and directed to make and promulgate all such rules not 
inconsistent herewith as shall be necessary or convenient for the 
administration and carrying out of this subchapter and for the super- 
vision and control of all such organizations. 

(b) Failure to comply with any of the requirements of this section 
subjects the cooperative bank which is guilty of the failure and its 
president, its secretary, and its directors to the penalties provided for 
violation of the Arkansas Securities Act, § 23-42-101 et seq. 

(c) However, nothing in this subchapter shall apply to or affect any 
cooperative bank organized under this chapter prior to March 22, 1937, 
and situated on the campus of a school, college, or university and 
employed by the school as a means of instruction. 


History. Acts 1921, No. 632, § 23 as 
added by Acts 1937, No. 287, § 1; Pope’s 
Dig., § 2284; A.S.A. 1947, § 64-1523; Acts 
DOIQMENO ia Dyno ees UO NO 10; 
§ 128. 

Amendments. The 2019 amendment 
by No. 315 deleted “and regulations” fol- 


lowing “rules” in the second sentence of 
(a). 

The 2019 amendment by No. 910 in- 
serted “in consultation with the Secretary 
of the Department of Commerce” in the 
second sentence of (a). 


CHAPTER 32 
SMALL BUSINESS ENTITY TAX PASS THROUGH ACT 


SUBCHAPTER. 
1. GENERAL PROVISIONS. 
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SUBCHAPTER 
7. OWNERSHIP AND TRANSFER OF PROPERTY. 
8. ADMISSION AND WITHDRAWAL OF MEMBERS. 


SUBCHAPTER 1 — GENERAL PROVISIONS 


SECTION. 
4-32-102. Definitions. 


4-32-102. Definitions. 


As used in this chapter, unless the context otherwise requires: 

(1) “Articles of organization” means articles filed under § 4-32-201, 
and those articles as amended and restated; 

(2) “Corporation” means a corporation formed under the laws of any 
state or foreign country, including professional corporations or associa- 
tions; 

(3) “Court” includes every court having jurisdiction in the case; 

(4) “Event of dissociation” means an event that causes a person to 
cease to be a member as provided in § 4-32-802; 

(5) “Foreign limited liability company” means an organization that 
is: 

(A) An unincorporated association; 

(B) Organized under laws of a state other than the laws of this 
state, or under the laws of any foreign country; 

(C) Organized under a statute pursuant to which an association 
may be formed that affords to each of its members limited liability 
with respect to the liabilities of the entity; and 

(D) Not required to be registered or organized under any statute of 
this state other than this chapter; 

(6) “Limited liability company” or “domestic limited liability com- 
pany” means an organization formed under this chapter; 

(7) “Limited lability company interest” or “interest in the limited 
liability company” means the interest that can be assigned under 
§ 4-32-704 and charged under § 4-32-705; 

(8) “Limited partnership” means a limited partnership formed under 
the laws of any state or foreign country; 

(9) “Manager” or “managers” means, with respect to a limited 
liability company that has set forth in its articles of organization that it 
is to be managed by managers, the person or persons designated in 
accordance with § 4-32-401; 

(10) “Member” or “members” means a person or persons who have 
been admitted to membership in a limited liability company as provided 
in § 4-32-801 and who have not ceased to be members as provided in 
§ 4-32-802; 

(11) “Operating agreement” means the written agreement which 
shall be entered into among all of the members as to the conduct of the 
business and affairs of a limited liability company; 

(12)(A) “Person” means an individual, a general partnership, a 

limited partnership, a domestic or foreign limited liability company, a 
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trust, an estate, an association, a corporation, a custodian, a nominee 

and other individual entity in its own or representative capacity, or 

any other legal entity. 
(B) “Person” includes a protected series; 

(13) “Professional service” means any type of professional service 
which may be legally performed only pursuant to a license or other 
legally mandated personal authorization. For example: the personal 
service rendered by certified public accountants, architects, engineers, 
dentists, doctors, and attorneys at law; and 

(14) “State” means a state, territory, or possession of the United 
States, the District of Columbia, or the Commonwealth of Puerto Rico. 


History. Acts 1993, No. 1003, § 102; 
2019, No. 665, § 2. 

Publisher’s Notes. Section 4-37-805, 
enacted by Acts 2019, No. 655, § 1, pro- 
vides that the effective date of Acts 2019, 


No. 655, which amended this section, is 
October 1, 2019. 

Amendments. The 2019 amendment 
redesignated (12) as (12)(A); and added 
(12)(B). 


SUBCHAPTER 3 — RELATIONS OF MEMBERS AND MANAGERS TO PERSONS 
DEALING WITH THE LimiTED LiABILITy COMPANY 


4-32-304. Liability of members to third parties. 


CASE NOTES 


Member Liability. 

Limited liability company and its mem- 
ber were bound by their pleadings, and 
because they admitted that both the com- 
pany and its member were placing condi- 
tions on the release of insurance proceeds, 
they both were held liable for conversion. 
The circuit court did not clearly err in 
finding the member personally liable be- 


cause the member exercised dominion and 
control over insurance checks in both the 
member’s personal and business capaci- 
ties as the member was personally obli- 
gated to maintain insurance on the dam- 
aged property under a lease. DWB, LLC v. 
D&T Pure Trust, 2018 Ark. App. 283, 550 
S.W.3d 420 (2018). 


SUBCHAPTER 7 — OwNERSHIP AND TRANSFER OF PROPERTY 


SECTION. 
4-32-705. Rights of judgment creditor. 


4-32-705. Rights of judgment creditor. 


(a)(1) On application to a court of competent jurisdiction by any 
judgment creditor of a member, the court may charge the member’s 
limited liability company interest with payment of the unsatisfied 
amount of judgment with interest. 

(2) To the extent so charged, the judgment creditor has only the 
rights of an assignee of the member’s limited liability company interest. 

(3) This chapter does not deprive any member of the benefit of any 
exemption laws applicable to his or her limited liability company 
interest. 
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(b) Upon the filing of a charging application by a judgment creditor 
of a member under subdivision (a)(1) of this section and the recording of 
the charging application in the register of the Secretary of State as 
required under subsection (c) of this section, a temporary lien is created 
in favor of the judgment creditor against the member’s membership 
interest in the limited liability company interest until a ruling by the 
court is entered on the record or the application is dismissed. 

(c) The Secretary of State shall: 

(1) Create a register within the Uniform Commercial Code lien 
filings for charging applications received under subsection (b) of this 
section; and 

(2) Maintain the register so that the register can be searched in the 
same manner as the lien filings of the Uniform Commercial Code, 
§ 4-1-101 et seq. 


History. Acts 1993, No. 1003, § 705; added the (a)(1) through (a)(3) designa- 
2019, No. 622, § 1. tions; and added (b) and (c). 
Amendments. The 2019 amendment 


SUBCHAPTER 8 — ADMISSION AND WITHDRAWAL OF MEMBERS 


SECTION. 
4-32-8002. Events of dissociation. 


4-32-802. Events of dissociation. 


(a) A person ceases to be a member of a limited liability company 
upon the occurrence of one (1) or more of the following events: 

(1) The member withdraws by voluntary act from the limited liabil- 
ity company as provided in subsection (c) of this section; 

(2) The member ceases to be a member of the limited hability 
company as provided in § 4-32-706; 

(3) The member is removed as a member: 

(A) In accordance with an operating agreement; or 

(B) Unless otherwise provided in writing in an operating agree- 
ment, when the member assigns all of his or her interest in the 
limited liability company, by an affirmative vote of a majority of the 
members who have not assigned their interests; 

(4) Unless otherwise provided in writing in an operating agreement 
or by the written consent of all members at the time, the member: 

(A) Makes an assignment for the benefit of creditors; 

(B) Files a voluntary petition in bankruptcy; 

(C) Is adjudicated a bankrupt or insolvent; 

(D) Files a petition or answer seeking for the member any reorga- 
nization, arrangement, composition, readjustment, liquidation, dis- 
solution, or similar relief under any statute, law, or rule; 

(EK) Files an answer or other pleading admitting or failing to 
contest the material allegations of a petition filed against the member 
in any proceeding of the nature described in subdivision (a)(4)(D). of 
this section; or 
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(F) Seeks, consents to, or acquiesces in the appointment of a 
trustee, receiver, or liquidator of the member or of all or any 
substantial part of the member’s properties, 

(5) Unless otherwise provided in writing in an operating agreement 
or by the written consent of all members at the time, if: 

(A) Within one hundred twenty (120) days after the commence- 
ment of any proceeding against the member seeking reorganization, 
arrangement, composition, readjustment, liquidation, dissolution, or 
similar relief under any statute, law, or rule, the proceeding has not 
been dismissed; or 

(B)G) Within one hundred twenty (120) days after the appointment 
without his or her consent or acquiescence of a trustee, receiver, or 
liquidator of the member or of all or any substantial part of his or her 
properties, the appointment is not vacated or stayed; or 

(ii) Within one hundred twenty (120) days after the expiration of 
any stay, the appointment is not vacated; 

(6) Unless otherwise provided in writing in an operating agreement 
or by the written consent of all members at the time, in the case ofa 
member who is an individual: 

(4) The member’s death; or 

Gi) The entry of an order by a court of competent jurisdiction 
adjudicating the member incompetent to manage his or her person or 
estate; 

(7) Unless otherwise provided in writing in an operating agreement 
or by the written consent of all members at the time, in the case of a 
member who is a trust or is acting as a member by virtue of being a 
trustee of a trust, the termination of the trust, but not merely the 
substitution of a new trustee; 

(8) Unless otherwise provided in writing in an operating agreement 
or by the written consent of all members at the time, in the case of a 
member that is a separate limited liability company, the dissolution and 
commencement of winding up of the separate limited liability company; 

(9) Unless otherwise provided in writing in an operating agreement 
or by the written consent of all members at the time, in the case of a 
member that is a corporation, the filing of a certificate of its dissolution 
or the equivalent for the corporation or the revocation of its charter and 
the lapse of ninety (90) days after notice to the corporation of revocation 
without reinstatement of its charter; or 

(10) Unless otherwise provided in writing in an operating agreement 
or by the written consent of all members at the time, in the case of an 
estate, the distribution by the fiduciary of the estate’s entire interest in 
the limited liability company. 

(b) The members may provide in writing in an operating agreement 
for other events, the occurrence of which shall result in a person’s 
ceasing to be a member of the limited lability company. 

(c) Amember may withdraw from a limited liability company only at 
the time or upon the happening of an event specified in the articles of 
organization or an operating agreement. Unless the articles of organi- 


4-32-901 
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zation or an operating agreement provides otherwise, a member may 
not withdraw from a limited liability company prior to the dissolution 
and winding up of the limited liability company. 


History. Acts 1993, No. 1003, § 802; 
1997, No. 479, § 10; 1999, No. 1528, § 4; 
2019, No. 315, §§ 125, 126. 


Amendments. The 2019 amendment 
substituted “rule” for “regulation” in 
(a)(4)(D) and (a)(5)(A). 


SUBCHAPTER 9 — DISSOLUTION 


4-32-901. Dissolution. 


CASE NOTES 


Dissolution Denied. 

Bankruptcy court could neither recog- 
nize the dissolution of an LLC nor judi- 
cially dissolve the LLC because dissolu- 
tion of an Arkansas LLC occurred upon 
the happening of one of four enumerated 
events, none of which had occurred. Fur- 


4-32-902. Judicial dissolution. 


ther, judicial dissolution was reserved by 
statute for a circuit court within the state 
of Arkansas, and the court would not 
expand the definition of circuit court to 
include a federal bankruptcy court. 
Caldwell v. Powell (In re Powell), 580 B.R. 
822 (Bankr. E.D. Ark. 2018). 


CASE NOTES 


Bankruptcy Court Could Not Dis- 
solve LLC. 

Bankruptcy court could neither recog- 
nize the dissolution of an LLC nor judi- 
cially dissolve the LLC because dissolu- 
tion of an Arkansas LLC occurred upon 
the happening of one of four enumerated 
events, none of which had occurred. Fur- 


ther, judicial dissolution was reserved by 
statute for a circuit court within the state 
of Arkansas, and the court would not 
expand the definition of circuit court to 
include a _ federal bankruptcy court. 
Caldwell v. Powell (In re Powell), 580 B.R. 
822 (Bankr. E.D. Ark. 2018). 


SUBCHAPTER 10 — Foreicn Limitrep LIABILITY COMPANIES 


4-32-1007. Transaction of business without registration. 


CASE NOTES 


Transacting Business. 

Purported buyer of real estate was not 
entitled to partial summary judgment be- 
cause there was a material issue of fact as 
to whether the buyer, a foreign limited 
liability company that was not registered 
to do business in Arkansas, was transact- 
ing business in Arkansas and thus statu- 
torily barred from maintaining suit for 


breach of a real estate contract. Specifi- 
cally, a material issue of fact existed as to 
whether the company was engaged in the 
business of buying land for investment or 
profit, as opposed to merely owning land 
without more under § 4-32-1008. Serio v. 
Copeland Holdings, LLC, 2017 Ark. App. 
280, 521 S.W.3d 131 (2017). 
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4-33-120 


4-32-1008. Transactions not constituting transacting business. 


CASE NOTES 


Transacting Business. 

Purported buyer of real estate was not 
entitled to partial summary judgment be- 
cause there was a material issue of fact as 
to whether the buyer, a foreign limited 
liability company that was not registered 
to do business in Arkansas, was transact- 
ing business in Arkansas and thus statu- 
torily barred from maintaining suit for 


breach of a real estate contract under 
§ 4-32-1007. Specifically, a material issue 
of fact existed as to whether the company 
was engaged in the business of buying 
land for investment or profit, as opposed 
to merely owning land under this section. 
Serio v. Copeland Holdings, LLC, 2017 
Ark. App. 280, 521 S.W.3d 131 (2017). 


CHAPTER 33 


THE ARKANSAS NONPROFIT CORPORATION ACT OF 
1993 


SUBCHAPTER. 
1. GENERAL PROVISIONS. 
2. ORGANIZATION. 


SUBCHAPTER 1 — GENERAL PROVISIONS 


Part B: Filing Documents 
SECTION. 
4-33-120. Filing requirements. [Effective 
May 1, 2021.] 


Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 


provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 


Part B: Firing DocuMENTs 


4-33-120. Filing requirements. [Effective May 1, 2021.] 


(a) Adocument must satisfy the requirements of this section, and of 
any other section that adds to or varies these requirements, to be 
entitled to filing by the Secretary of State. 

(b) This chapter must require or permit filing the document in the 


office of the Secretary of State. 


(c) The document must contain the information required by this 
chapter. It may contain other information as well. 
(d) The document must be typewritten or printed. 


(e) The document must be in the English language. However, a 
corporate name need not be in English if written in English letters or 
Arabic or Roman numerals, and the certificate of existence required of 
foreign corporations need not be in English if accompanied by a 
reasonably authenticated English translation. 
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(f) The document must be executed: 

(1) by the presiding officer of its board of directors of a domestic or 
foreign corporation, its president, or by another of its officers; 

(2) if directors have not been selected or the corporation has not been 
formed, by an incorporator; or 

(3) if the corporation is in the hands of a receiver, trustee, or other 
court-appointed fiduciary, by that fiduciary. 

(g) The person executing a document shall sign it and state beneath 
or opposite the signature his or her name and the capacity in which he 
or she signs. The document may, but need not, contain: 

(1) the corporate seal; 

(2) an attestation by the secretary or an assistant secretary; or 

(3) an acknowledgment, verification, or proof. 

(h) If the Secretary of State has prescribed a mandatory form for a 
document under § 4-33-121, the document must be in or on the 
prescribed form. 

(i) The document must be delivered to the office of the Secretary of 
State for filing and must be accompanied by one (1) exact or conformed 
copy (except as provided in §§ 4-33-503 [repealed] and 4-33-1509), the 
correct filing fee, and proof of payment of any franchise tax, license fee, 


or penalty required by this chapter or other law. 


History. Acts 1993, No. 1147, § 120; 
2019, No. 819, § 11. 

A.C.R.C. Notes. Acts 2019, No. 819, 
§ 1, provided: “Title. This act ‘shall be 
known and may be cited as the ‘Arkansas 
Tax Reform Act of 2019”. 

Acts 2019, No. 819, § 2, provided: “Leg- 
islative findings and intent. 

“(a) The General Assembly finds that: 

“(1) The Arkansas Tax Reform and Re- 
lief Legislative Task Force was charged 
with: 

“(A) Examining and identifying areas 
of potential tax. reform within the tax 
laws; and 

“(B) Recommending legislation to the 
General Assembly, in part, to modernize 
and simplify the Arkansas tax code and 
ensure fairness to all taxpayers; 

“(2) There are several areas of the tax 
code that should be amended to reform the 
state’s tax laws to modernize and simplify 
the tax code and ensure fairness to all 
taxpayers; and 


“(3) Any savings realized by the state 
through tax reforms should be dedicated 
to reducing the tax burden for Arkansas 
taxpayers. 

“(b) It is the intent of the General As- 
sembly to: 

“(1) Reform Arkansas tax laws to mod- 
ernize and simplify the tax code and en- 
sure fairness to all taxpayers; and 

“(2) Offset any revenue savings real- 
ized through tax reform with correspond- 
ing changes to reduce the tax spies for 
Arkansas taxpayers”. 

Publisher’s Notes. For a of section 
effective until May 1, 2021, see the bound 
volume. 

Amendments. The 2019 amendment 
inserted “proof of payment of” in (i). 

Effective Dates. Acts 2019, No. 819, 
§ 26(a): May 1, 2021. Effective date clause 
provided: “Sections 3-17 and 20-24 of this 
act are effective on and after May 1, 2021”. 


SUBCHAPTER 2 — ORGANIZATION 


SECTION. 
4-33-202. Articles of incorporation. 
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Effective Dates. Acts 2019, No. 108, 
§ 6: Feb. 13, 2019. Emergency clause pro- 
vided: “It is found and determined by the 
General Assembly of the State of Arkan- 
sas that a for-profit corporation could face 
severe adverse tax consequences for reor- 
ganizing as a nonprofit corporation that 
may result in being subjected to unwar- 
ranted penalties; that existing statutes 
relating to the process of converting to a 
nonprofit entity need amending to elimi- 
nate uncertainty and to prevent irrepa- 
rable harm on businesses operating in 
this state; and that this act is immediately 
necessary to clarify state law governing 


4-33-202 


conversion by a for-profit corporation to a 
nonprofit corporation and provide for 
timely administration of business proce- 
dures. Therefore, an emergency is de- 
clared to exist, and this act being immedi- 
ately necessary for the preservation of the 
public peace, health, and safety shall be- 
come effective on: (1) The date of its ap- 
proval by the Governor; (2) If the bill is 
neither approved nor vetoed by the Gov- 
ernor, the expiration of the period of time 
during which the Governor may veto the 
bill; or (3) If the bill is vetoed by the 
Governor and the veto is overridden, the 
date the last house overrides the veto”. 


4-33-202. Articles of incorporation. 


(a) The articles of incorporation must set forth: 
(1) a corporate name for the corporation that satisfies the require- 


ments of § 4-33-401; 


(2) one (1) of the following statements: 
(i) this corporation is a public benefit corporation; 
(ii) this corporation is a mutual benefit corporation; or 
(iii) this corporation is a religious corporation. 
(3) the information required by § 4-20-105(a); 
(4) the name and address of each incorporator; 
(5) whether or not the corporation will have members; 
(6) provisions not inconsistent with law regarding the distribution of 


assets on dissolution; and 


(7) if converting to a nonprofit corporation from another form of 
entity, then the articles of incorporation shall include: 
(A) a statement that the corporation: 
(i) is a nonprofit corporation; and 
(ii) has converted under the Arkansas Nonprofit Corporation Act of 


1993, § 4-33-101 et seq.; 


(B)G) a description of the treatment of shares of stock. 

(ii) the description of the treatment of shares of stock: 

(a) may provide for the repurchase or exchange of shares of stock 
for certificates of membership if the corporation has members, and if 
the shares are repurchased, then the nonprofit corporation shall 


cancel the shares; or 


(6) shall provide that the shares of stock be canceled by the board 
of directors if the corporation does not have members; and 

(C) a statement that the Internal Revenue Service has been 
notified or will be notified within a reasonable time of the conversion 
and federal regulations were followed regarding the conversion. 
(b) The articles of incorporation may set forth: 
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(1) the purpose or purposes for which the corporation is organized, 
which may be, either alone or in combination with other PuRP ose: the 
transaction of any lawful activity; 

(2) the names and addresses of the HE Lg, who are a serve as 
the initial directors; 

(3) provisions not inconsistent with ee regarding: 

(i) managing and regulating the affairs of the corporation; 

(ii) defining, limiting, and regulating the powers of the corpora- 
tion, its board of directors and members (or any class of members); 
and 

(iii) the characteristics, qualifications, rights, limitations and ob- 
ligations attaching to each or any class of members. 

(4) any provision that under this chapter is required or permitted to 
be set forth in the bylaws. 

(c)(1) Each incorporator named in the articles must sign the articles. 

(2) If an entity is a for-profit corporation that is converting to a 
nonprofit corporation, the conversion shall be approved by a three- 
fourths (34) vote of the shareholders of the business corporation. 

(d) The articles of incorporation need not set forth any of the 
corporate powers enumerated in this chapter. 

(e) A for-profit corporation may convert to a nonprofit corporation 
under the Arkansas Nonprofit Corporation Act, §§ 4-28-201 — 4-28-206 
and 4-28-209 — 4-28-224, or the Arkansas Nonprofit Corporation Act of 
1993, § 4-33-101 et seq., upon the filing of an amendment to the 
corporation’s articles of incorporation with the information required 
under this section. , 

(f) A conversion to a nonprofit corporation under this chapter is 
effective when an amendment to the articles of incorporation is filed 
with the Secretary of State and the Secretary of State has collected the 
filing fees, service fees, and copying fees required under § 4-33-122. 


History. Acts 1993, No. 1147, § 202; added (a)(7); redesignated (c) as (c)(1); and 
2007, No. 638, § 39; 2019, No. 108, §§ 3-5. added (c)(2), (e), and (f). 
Amendments. The 2019 amendment 


CHAPTER 35 
WATER AUTHORITY ACT 


. SUBCHAPTER. 


2. FORMATION OF AND CONVERSION TO A Pusiic WATER AUTHORITY. 


SUBCHAPTER 2 — FORMATION OF AND CONVERSION TO A PusBiLic WATER 
AUTHORITY 


SECTION. 
4-35-204. Board of directors. 


D3 WATER AUTHORITY ACT 4-35-204 


4-35-204. Board of directors. 


(a)(1) A water authority shall have a board of directors composed of 
at least five (5) members. 

(2) The specific number of initial directors and their terms of office 
shall be provided in its articles filed with the Arkansas Natural 
Resources Commission. 

(3) Changes to the number and terms of directors may be provided in 
the articles or bylaws. 

(b)(1) The initial directors of a water authority shall be approved by 
the commission, and they shall serve in accordance with those proce- 
dures that a water authority may specify in its bylaws. 

(2)(A) A director shall continue in office until the director’s successor 

is properly elected and accepts office. 

(B) Successor directors shall be elected either by the board or by 
the water users as set forth in the bylaws. 

(C) A director may serve successive terms. 

(3) It is permissible for the bylaws of a water authority to provide 
that directors shall be selected from specific geographic areas within 
the total geographic area serviced by a water authority. 

(4) In the event a water authority wants to modify or amend the 
procedures for election of directors, approval shall be expressly granted 
in writing by the commission. 

(c) Unless otherwise provided in the articles or bylaws, the following 
shall apply to meetings of the board: 

(1)(A)qG) If the time and place of a directors’ meeting is fixed by the 

bylaws or the board, the meeting is a regular meeting. 

(ii) All other meetings are special meetings. 

(B)G) A board may permit any or all directors to participate in a 
regular or special meeting by, or conduct the meeting through, the 
use of any means of communication by which all directors participat- 
ing may simultaneously hear each other during the meeting. 

(ii) A director participating in a meeting by this means is deemed 
to be present in person at the meeting; 

(2)(A) Except as provided in subdivision (c)(2)(C) of this section, 

regular meetings of the board may be held without notice. 

(B) Except as provided in subdivision (c)(2)(C) of this section, 
special meetings of the board shall be preceded by at least two (2) 
days’ written notice to each director of the date, time, and place, but 
not the purpose, of the meeting. 

(C) Any board action to remove a director shall not be valid unless 
each director is given at least seven (7) days’ written notice that the 
matter will be voted upon at a directors’ meeting or unless notice is 
waived. 

(D) The presiding officer of the board, the president, or twenty 
percent (20%) of the directors then in office may call and give notice 
of a meeting of the board; 

(3)(A)G) A director may at any time waive any notice required by this 

chapter, the articles, or bylaws. 
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(ii)(a) Except as provided in subdivision (c)(3)(B) of this section, 
the waiver shall be in writing, signed by the director entitled to the 
notice, and filed with the minutes of the water authority’s records. 

(b) A signed waiver delivered by facsimile transmittal shall con- 
stitute a valid waiver of notice under this section. 

(B) A director’s attendance at or participation in a meeting waives 
any required notice of the meeting unless the director, upon arriving 
at the meeting or prior to the vote on a matter not noticed in 
conformity with this chapter or the articles or bylaws, objects to lack 
of notice and does not thereafter vote for or assent to the objected to 
action; and 
(4)(A) Except as provided in the bylaws, a majority of the members of 
a board shall constitute a quorum for the transaction of business, and 
a vote of a majority of a quorum shall constitute an act of the board. 

(B) No vacancy in the membership of a board shall impair the right 
of a quorum to exercise all the powers and duties of a water authority. 

(C) All powers of a water authority shall be exercised by its board 
of directors or pursuant to its authorization. 

(d)(1)(A) Unless prohibited or limited by the articles or bylaws, a 

board of directors may create one (1) or more committees of the board 

and appoint members of the board to serve on them. 

(B) Each committee shall have two (2) or more directors who shall 
serve at the direction of the board. 

(2) A committee of the board may not: 

(A) Authorize the issuance of bonds or any related matters; 

(B) Approve or recommend dissolution or the sale, pledge, or 
transfer of all or substantially all of the water authority’s assets; 

(C) Elect, appoint, or remove directors or fill vacancies on the 
board or on any of its committees; or 

(D) Adopt, amend, or repeal the articles or bylaws. 

(e)(1) A director shall discharge his or her duties as a director, 
including his or her duties as a member of a committee: 

(A) In good faith; 

(B) With the care an ordinarily prudent person in a like position 
would exercise under similar circumstances; and 

(C) In a manner the director reasonably believes to be in the best 
interests of the water authority. 

(2) In discharging his or her duties, a director is entitled to rely on 
information, opinions, reports, or statements, including financial state- 
ments and other financial data if prepared or presented by: 

(A) One (1) or more officers or employees of the water authority 
whom the director reasonably believes to be reliable and competent in 
the matters presented; 

(B) Legal counsel, public accountants, or other persons as to 
matters the director reasonably believes are within the person’s 
professional or expert competence; or 

(C) Acommittee of the board of which the director is not a member, 
as to matters within its jurisdiction, if the director reasonably 
believes the committee merits confidence. 
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(f) A member of the board of a water authority shall serve without 
compensation except that he or she may be reimbursed for actual 
expenses incurred in the performance of his or her duties. 

(g) All proceedings of a board shall be reduced to writing by the 
secretary of the water authority and appropriately recorded and main- 
tained. | 

(h)(1) The board of directors of a public water authority may elect by 
majority vote to: 

(A) Participate in the Arkansas Public Employees’ Retirement 

System; and | 

(B) Allow full-time employees of a public water authority to 
become members of the Arkansas Public Employees’ Retirement 

System. 

(2) The public water authority shall pay the contributions required 
by the Board of Trustees of the Arkansas Public Employees’ Retirement 
System in accordance with § 24-4-101 et seq. 


History. Acts 2003, No. 1330, § 3; Amendments. The 2019 amendment 
2019, No. 449, § 1. added (h). 
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SUBCHAPTER 1 — GENERAL PROVISIONS 


SECTION. | SECTION. 
4-37-101. Short title. Small Business Entity Tax 
4-37-102. Definitions. Pass Through Act. 
4-37-103. Nature of protected series. 4-37-107. Additional limitations on oper- 
4-37-104. Powers and duration of pro- ating agreement. 
tected series. 4-37-108. Rules for applying Small Busi- 
4-37-105. Governing law. ness Entity Tax Pass 
4-37-106. Relation of operating agree- Through Act to specified 
ment, this chapter, and the provisions of chapter. 


4-37-101. Short title. 
This chapter may be cited as the “Uniform Protected Series Act”. 


History. Acts 2019, No. 665, § 1. 


4-37-102. Definitions. 


In this chapter: 

(1) “Acquired entity” means the entity, all of one or more classes or 
series of interests of which are acquired in an interest exchange. 

(2) “Acquiring entity” means the entity that acquires all of one or 
more classes or series of interests of the acquired entity in an interest 
exchange. 

(3) “Asset” means property: 

(A) in which a series limited liability company or protected series 
has rights; or 

(B) as to which the company or protected series has the power to 
transfer rights. 

(4) “Associated asset” means an asset that meets the requirements of 
§ 4-37-301. 

(5) “Associated member” means a member that meets the require- 
ments of § 4-37-302. 

(6) “Converted entity” means the converting entity as it continues in 
existence after a conversion. 

(7) “Converting entity” means the domestic entity that approves a 
plan of conversion pursuant to § 4-37-601 et seq., or the foreign entity 
that approves a conversion pursuant to the law of its jurisdiction of 
formation. 

(8) “Foreign limited liability company” means an organization that 
is: 

(A) an unincorporated association; 

(B) organized under laws of a state other than the laws of this 
state, or under the laws of any foreign country; 

(C) organized under a statute pursuant to which an association 
may be formed that affords to each of its members limited liability 
with respect to the liabilities of the entity; and 

(D) not required to be registered or organized under any statute of 
this state other than the Small Business Entity Tax Pass Through 
Act, § 4-32-101 et seq. 
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(9) “Foreign protected series” means an arrangement, configuration, 
or other structure established by a foreign limited liability company 
which has attributes comparable to a protected series established 
under this chapter. The term applies whether or not the law under 
which the foreign company is organized refers to “protected series”. 

(10) “Foreign series limited liability company” means a foreign 
limited liability company that has at least one foreign protected series. 

(11) “Jurisdiction of formation” means the jurisdiction whose law 
governs the internal affairs of an entity. 

(12) “Limited liability company” means an organization formed un- 
der the Small Business Entity Tax Pass Through Act, § 4-32-101 et seq. 

(13) “Manager” or “managers” means, with respect to a limited 
liability company that has set forth in its articles of organization that it 
is to be managed by managers, the person or persons designated in 
accordance with § 4-32-401. 

(14) “Member” or “members” means a person or persons who have 
been admitted to membership in a limited liability company as provided 
in § 4-32-801 and who have not ceased to be members as provided 1 in 
§ 4-32-802. 

(15) “Non-associated asset” means: 

(A) an asset of a series limited liability company which is not an 
associated asset of the company; or : 

(B) an asset of a protected series of the company which is not an 
associated asset of the protected series. 

(16) “Operating agreement” means the written agreement which 
shall be entered into among all of the members as to the conduct of the 
business and affairs of a limited liability company. 

(17)(A) “Person” means an individual, a general partnership, a 

limited partnership, a domestic or foreign limited liability company, a 

trust, an estate, an association, a corporation, a custodian, a nominee 

and other individual entity in its own or representative capacity, or 
any other legal entity. 
(B) “Person” includes a protected series. | 

(18) “Property” means all property, whether real, personal, or mixed 
or tangible or intangible, or any right or interest therein. 

(19) “Protected series”, except in the phrase “foreign protected se- 
ries”, means a protected series established under § 4-37-201. ‘ 

(20) “Protected-series manager” means a person under whose au- 
thority the powers of a protected series are exercised and under whose 
direction the activities and affairs of the protected series are managed 
under the operating agreement, this chapter, and the Small Business 
Entity Tax Pass Through Act, § 4-32-101 et seq. 

(21) “Protected-series transferable interest” means a right to receive 
a distribution from a protected series. 

(22) “Protected-series transferee” means a person to which all or part 
of a protected series transferable interest of a protected series of a 
series limited liability company has been transferred, other than the 
company. The term includes a person that owns a protected-series 
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transferable interest as a result of ceasing to be an associated member 
of a protected series. 

(23) “Record”, used as a noun, means information that is inscribed on 
a tangible medium or that is stored in an electronic or other medium 
and is retrievable in perceivable form. 

(24) “Series limited liability company”, except in the phrase “foreign 
series limited liability company”, means a limited liability company 
that has at least one protected series. 

(25) “Sign” means, with present intent to authenticate or adopt a 
record: 

(A) to execute or adopt a tangible symbol; or 
(B) to attach to or logically associate with the record an electronic 
symbol, sound, or process. 

(26) “State” means a state, territory, or possession of the United 
States, the District of Columbia, or the Commonwealth of Puerto Rico. 

(27) “Transfer” includes: 

(A) an assignment; 

(B) a conveyance; 

(C) a sale; 

(D) a lease; 

(HE) an encumbrance, including a mortgage or security interest; 
(F) a gift; and 

(G) a transfer by operation of law. 

(28) “Transferable interest” means the right, as initially owned by a 
person in the person’s capacity as a member, to receive distributions 
from a limited liability company, whether or not the person remains a 
member or continues to own any part of the right. The term applies to 
any fraction of the interest, by whomever owned. 

(29) “Transferee” means a person to which all or part of a transfer- 
able interest has been transferred, whether or not the transferor is a 
member. 


History. Acts 2019, No. 665, § 1. 


4-37-103. Nature of protected series. 


A protected series of a series limited liability company is a person 
distinct from: 

(1) the company, subject to § 4-37-104(c), § 4-37-501(1), and § 4-37- 
502(d); 

(2) another protected series of the company; 

(3) a member of the company, whether or not the member is an 
associated member of the protected series; 

(4) a protected-series transferee of a protected series of the company; 
and 

(5) a transferee of a transferable interest of the company. 


History. Acts 2019, No. 665, § 1. 
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4-37-104. Powers and duration of protected series. 


(a) A protected series of a series limited liability company has the 
capacity to sue and be sued in its own name. 

(b) Except as otherwise provided in subsections (c) and (d), a pro- 
tected series of a series limited liability company has the same powers 
and purposes as the company. 

(c) A protected series of a series limited liability company ceases to 
exist not later than when the company completes its winding up. 

(d) A protected series of a series limited lability company may not: 

(1) be a member of the company; 

(2) establish a protected series; or 

(3) except as permitted by law of this state other than this chapter, 
have a purpose or power that the law of this state other than this 
chapter prohibits a limited liability company from doing or having. 


History. Acts 2019, No. 665, § 1. 


4-37-105. Governing law. 


The law of this state governs: 
(1) the internal affairs of a protected series of a series limited 
liability company, including: 
(A) relations among any associated members of the protected 
series; 
(B) relations among the protected series and: 
(i) any associated member; 
(ii) the protected-series manager; or 
(iii) any protected-series transferee; 
(C) relations between any associated member and: 
(i) the protected-series manager: or 
(ii) any protected-series transferee; 
(D) the rights and duties of a protected-series manager; 
(E) governance decisions affecting the activities and affairs of the 
protected series and the conduct of those activities and affairs; and 
(F) procedures and conditions for becoming an associated member 
or protected-series transferee; 
(2) the relations between a protected series of a series limited 
liability company and each of the following: 
(A) the company; 
(B) another protected series of the company; 
(C) a member of the company which is not an associated member 
of the protected series; 
(D) a protected-series manager that is not a protected-series 
manager of the protected series; and 
(E) a protected-series transferee that is not a protected-series 
transferee of the protected series; 
(3) the liability of a person for a debt, obligation, or other liability of 
a protected series of a series limited liability company if the debt, 
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obligation, or liability is asserted solely by reason of the person being or 
acting as: 

(A) an associated member, protected-series transferee, or pro- 
tected-series manager of the protected series; 

(B) a member of the company which is not an associated member 
of the protected series; 

(C) a protected-series manager that is not a protected-series man- 
ager of the protected series; 

(D) a protected-series transferee that is not a protected-series 
transferee of the protected series; 

(EH) a manager of the company; or 

(F) a transferee of a transferable interest of the company; 

(4) the lability of a series limited liability company for a debt, 
obligation, or other liability of a protected series of the company if the 
debt, obligation, or liability is asserted solely by reason of the company: 

(A) having delivered to the Secretary of State for filing under 
§ 4-37-201(b) a protected series designation pertaining to the pro- 
tected series or under § 4-37-201(d) or § 4-37-202(c) a statement of 
designation change pertaining to the protected series; | 

(B) being or acting as a protected-series manager of the protected 
series; 

(C) having the protected series be or act as a manager of the 
company; or 

(D) owning a protected-series transferable interest of the protected 
series; and 
(5) the liability of a protected series of a series limited liability 

company for a debt, obligation, or other liability of the company or of 
another protected series of the company if the debt, obligation, or 
liability is asserted solely by reason of: 

(A) the protected series: 

(i) being a protected series of the company or having as a pro- 
tected-series manager the company or another protected series of the 
company; or 

(ii) being or acting as a protected-series manager of another 
protected series of the company or a manager of the company; or 

(B) the company owning a protected-series transferable interest of 
the protected series. 


History. Acts'2019, No. 665, § 1. 


4-37-106. Relation of operating agreement, this chapter, and the 
Small Business Entity Tax Pass Through Act. 


(a) Except as otherwise provided in this section and subject to 
§ 4-37-107 and § 4-37-108, the operating agreement of a series limited 
liability company governs: 

(1) the internal affairs of a protected series, including: 

(A) relations among any associated members of the protected 
series; 
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(B) relations among the protected series and: 

(i) any associated member; 

(ii) the protected-series manager; or 

(ili) any protected-series transferee; 

(C) relations between any associated member and: 

(i) the protected-series manager: or 

(ii) any protected-series transferee; 

(D) the rights and duties of a protected-series manager; 

(E) governance decisions affecting the activities and affairs of the 
protected series and the conduct of those activities and affairs; and 

(F) procedures and conditions for becoming an associated member 
or protected-series transferee; 

(2) relations among the protected series, the company, and any other 
protected series of the company; 

(3) relations between: 

(A) the protected series, its protected-series manager, any associ- 
ated member of the protected series, or any protected-series trans- 
feree of the protected series; and 

(B) a person in the person’s capacity as: 

(i) a member of the company which is not an associated member of 
the protected series; 

(ii) a protected-series transferee or protected-series manager of 
another protected series; or 

Gi) a transferee of the company. 

(b) Ifthe Small Business Entity Tax Pass Through Act, § 4-32-101 et 
seq., restricts the power of an operating agreement to affect a matter, 
the restriction applies to a matter under this chapter in accordance 
with § 4-37-108. 

(c) If law of this state other than this chapter imposes a prohibition, 
limitation, requirement, condition, obligation, liability, or other restric- 
tion on a limited liability company, a member, manager, or other agent 
of the company, or a transferee of the company, except as otherwise 
provided in law of this state other than this chapter, the restriction 
applies in accordance with § 4-37-108. 

(d) Except as otherwise provided in § 4-37-107, if the operating 
agreement of a series limited liability company does not provide for a 
matter described in subsection (a) in a manner permitted by this 
chapter, the matter is determined in accordance with the following 
rules: 

(1) To the extent this chapter addresses the Lapras this chapter 
soverns. 

(2) To the extent this chapter does not address the nfabben the Small 
Business Entity Tax Pass Through Act, § 4-32-101 et seq., governs the 
matter in accordance with § 4-37-108. 


History. Acts 2019, No. 665, § 1. 
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4-37-107. Additional limitations on operating agreement. 


(a) An operating agreement may not vary the effect of: 

(1) this section; _ 

(2) section 4-37-1083; 

(3) section 4-37-104(a); 

(4) section 4-37-104(b) to provide a protected series a power beyond 
the powers the Small Business Entity Tax Pass Through Act, § 4-32- 
101 et seq., provides a limited liability company; 

(5) section 4-37-104(c) or § 4-37-104(d); 

(6) section 4-37-105; 

(7) section 4-37-106; 

(8) section 4-37-108; : 

(9) section 4-37-201, except to vary the manner in which a limited 
liability company approves establishing a protected series; 

(10) section 4-37-202; 

(11) section 4-37-301; 

(12) section 4-37-302; 

(13) section 4-37-303(a) or § 4-37-303(b); 

(14) section 4-37-304(c), § 4-37-304(f), or § 4-37-304(g); 

(15) section 4-37-401, except to decrease or eliminate a limitation of 
hability stated in § 4-37-401; 

(16) section 4-37-402; 

(17) section 4-37-4083; 

(18) section 4-37-404; 

(19) section 4-37-501(1), § 4-37-501(4), and § 4-37-501(5); 

(20) section 4-37-502, except to designate a different person to 
manage winding up; 

(21) section 4-37-5038; 

(22) sections 4-37-601 et seq.; 

(23) sections 4-37-701 et seq.; 

(24) sections 4-37-801 et seq., except to vary: 

(A) the manner in which a series limited liability company may 
elect under § 4-37-803(a)(2) to be subject to this chapter; or 

(B) the person that has the right to sign and deliver to the 
Secretary of State for filing a record under § 4-37-803(b)(2); or 
(25) a provision of this chapter pertaining to: 

(A) registered agents; or 

(B) the Secretary of State, including provisions pertaining to 
records authorized or required to be delivered to the Secretary of 

State for filing under this chapter. ~ 

(b) An operating agreement may not unreasonably restrict the duties 
and rights under § 4-37-305 but may impose reasonable restrictions on 
the availability and use of information obtained under § 4-37-305 and 
may provide appropriate remedies, including liquidated damages, for a 
breach of any reasonable restriction on use. | 


History. Acts 2019, No. 665, § 1. 
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4-37-108. Rules for applying Small Business Entity Tax Pass 
Through Act to specified provisions of chapter. 


(a) Except as otherwise provided in subsection (b) and § 4-37-1077, 
the following rules apply in applying § 4-37-106, § 4-37-304(c) and 
§ 4-37-304(f), § 4-37-501(4)(A), § 4-37-502(a), and § 4-37-503(2): 

(1) a protected series of a series limited liability company is deemed 
to be a limited liability company that is formed separately from the 
series limited liability company and is distinct from the series limited 
liability company and any other protected series of the series limited 
hability company. 

(2) an associated member of the protected series is deemed to be a 
member of the company deemed to exist under subdivision (a)(1). 

(3) a protected-series transferee of the protected series is deemed to 
be a transferee of the company deemed to exist under subdivision (a)(1). 

(4) a protected-series transferable interest of the protected series is 
deemed to be a transferable interest of the company deemed to exist 
under subdivision (a)(1). 

(5) a protected-series manager is deemed to be a manager of the 
company deemed to exist under subdivision (a)(1). 

(6) an asset of the protected series is deemed to be an asset of the 
company deemed to exist under subdivision (a)(1), whether or not the 
asset is an associated asset of the protected series. 

(7) any creditor or other obligee of the protected series is deemed to 
be a creditor or obligee of the company deemed to exist under subdivi- 
sion (a)(1). 

(b) Subsection (a) does not apply if its application would: 

(1) contravene § 4-32-404; or 

(2) authorize or require the Secretary of State to: 

(A) accept for filing a type of record that neither this chapter nor 
the Small Business Entity Tax Pass Through Act, § 4-32-101 et seq., 
authorizes or requires a person to deliver to the Secretary of State for 
filing; or 

(B) make or deliver a record that neither this chapter nor the 
Small Business Entity Tax Pass Through Act, § 4-32-101 et seq., 
authorizes or requires the Secretary of State to make or deliver. 


History. Acts 2019, No. 665, § 1. 
SUBCHAPTER 2 — ESTABLISHING PROTECTED SERIES 


SECTION. SECTION. 


4-37-201. Protected series designation — 4-37-205. Certificate of good standing for 
Amendment. protected series. 

4-37-202. Name. 4-37-206. Information required in annual 

4-37-203. Registered agent. report — Effect of failure 

4-37-204. Service of process, notice, de- to provide. 


mand, or other record. 
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4-37-201. Protected series designation — Amendment. 


(a) With the affirmative vote or consent of all members of a limited 
hability company, the company may establish a protected series. 

(b) To establish a protected series, a limited liability company shall 
deliver to the Secretary of State for filing a protected series designation, 
signed by the company, stating the name of the company and the name 
of the protected series to be established. 

(c) A protected series is established when the protected series desig- 
nation takes effect under § 4-32-206. 

(d) To amend a protected series designation, a series limited liability 
company shall deliver to the Secretary of State for filing a statement of 
designation change, signed by the company, that changes the name of 
the company, the name of the protected series to which the designation 
applies, or both. The change takes effect when the statement of 
designation change takes effect under § 4-32-206. 

(e) Arecord signed by a limited liability company must be signed by 
a person authorized by the company. 


History. Acts 2019, No. 665, § 1. 


4-37-202. Name. 


(a) Except as otherwise provided in subsection (b), the name of a 
protected series must comply with § 4-32-103. 

(b) The name of a protected series of a series limited liability 
company must: 

(1) begin with the name of the company, including any word or 
abbreviation required by § 4-32-1038; and 

(2) contain the phrase “Protected Series” or “protected series” or the 
abbreviation “P.S.” or “PS”. 

(c) If a series limited liability company changes its name, the 
company shall deliver to the Secretary of State for filing a statement of 
designation change for each of the company’s protected series, changing 
the name of each protected series to comply with this section. 


History. Acts 2019, No. 665, § 1. 


4-37-203. Registered agent. 


(a) The registered agent in this state for a series limited liability 
company is the registered agent in this state for each protected series of 
the company. 

(b) Before delivering a protected series designation to the Secretary 
of State for filing, a limited liability company shall agree with a 
registered agent that the agent will serve as the registered agent in this 
state for both the company and the protected series. 

(c) Aperson that signs a protected series designation delivered to the 
Secretary of State for filing affirms as a fact that the limited lability 
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company on whose behalf the designation is delivered has complied 
with subsection (b). | 

(d) Aperson that ceases to be the registered agent for a series limited 
liability company ceases to be the registered agent for each protected 
series of the company. 

(e) A person that ceases to be the registered agent for a protected 
series of a series limited liability company, other than as a result of the 
termination of the protected series, ceases to be the registered agent of 
the company and any other protected series of the company. 

(f) Except as otherwise agreed by a series limited lability company 
and its registered agent, the agent is not obligated to distinguish 
between a process, notice, demand, or other record concerning the 
company and a process, notice, demand, or other record concerning a 
protected series of the company. : 


History. Acts 2019, No. 665, § 1.. 


4-37-204. Service of process, notice, demand, or other record. 


(a) A protected series of a series limited liability company may be 
served with a process, notice, demand, or other record required or 
permitted by law by: 

(1) serving the company; 

(2) serving the registered agent of the protected series; or 

(3) other means authorized by law of this state other than the Small 
Business Entity Tax Pass Through Act, § 4-32-101 et seq. 

(b) Service of a summons and complaint on a series limited liability 
company is notice to each protected series of the company of service of 
the summons and complaint and the contents of the complaint. 

(c) Service of a summons and complaint on a protected series of a 
series limited liability company is notice to the company and any other 
protected series of the company of service of the summons and com- 
plaint and the contents. of the complaint. 

(d) Service of a summons and complaint on a foreign series limited 
liability company is notice to each foreign protected series of the foreign 
company of service of the summons and complaint and the contents of 
the complaint. 

(e) Service of asummons and complaint on a foreign protected series 
of a foreign series limited liability company is notice to the foreign 
company and any other foreign protected series of the company of 
service of the summons and complaint and the contents of the com- 
plaint. 

(f) Notice to a person under subsection (b), (c), (d), or (e) is effective 
whether or not the summons and complaint identify the person if the 
summons and complaint name as a party and identify: 

(1) the series limited liability company-or a protected series of the 
company; or 

(2) the foreign series limited liability company or a foreign protected 
series of the foreign company. 
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4-37-205. Certificate of good standing for protected series. 


(a) On request of any person, the Secretary of State shall issue a 
certificate of good standing for a protected series of a series limited 
liability company or a certificate of registration for a foreign protected 
series if: 

(1) in the case of a protected series: 

(A) no statement of dissolution, termination, or relocation pertain- 
ing to the protected series has been filed; and 

(B) the company has delivered to the Secretary of State for filing 
the most recent annual report required by § 26-54-105 and the report 
includes the name of the protected series, unless: 

(i) when the company delivered the report for filing, the protected 
series designation pertaining to the protected series had not yet 
taken effect; or ; 

(ii) after the company delivered the report for filing, the company 
delivered to the Secretary of State for filing a statement of designa- 
tion change changing the name of the protected series; or 
(2) in the case of a foreign protected series, it is registered to do 

business in this state. 

(b) A certificate issued under subsection (a) must state: 

(1) in the case of a protected series: 

(A) the name of the protected series of the series limited liability 
company and the name of the company; 

(B) that the requirements of subsection (a) are met; 

(C) the date the protected series designation pertaining to the 
protected series took effect; and 

(D) if a statement of designation change pertaining to the pro- 
tected series has been filed, the effective date and contents of the 
statement; | 
(2) in the case of a foreign protected series, that it is registered to do 

business in this state; 

(3) that the fees, taxes, interest, and penalties owed to this state by 
the protected series or foreign protected series and collected through 
the Secretary of State have been paid, if: 

(A) payment is reflected in the records of the Secretary of State; 
and 

(B) nonpayment affects the existence of the protected series; and 
(4) other facts reflected.in the records of the Secretary of State 

pertaining to the protected series or foreign protected series which the 
person requesting the certificate reasonably requests. 

(c) Subject to any qualification stated by the Secretary of State in a 
certificate issued under subsection (a), the certificate may be relied on 
as conclusive evidence of the facts stated in the certificate. 
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4-37-206. Information required in annual report — Effect of 
failure to provide. 


(a) In the annual report required by § 26-54-105, a series limited 
liability company shall include the name of each protected series of the 
company: 

(1) for which the company has previously delivered to the Secretary 
of State for filing a protected series designation; and 

(2) which has not dissolved and completed winding up. 

(b) A failure by a series limited liability company to comply with 
subsection (a) with regard to a protected series prevents issuance of a 
certificate of good standing pertaining to the protected series but does 
not otherwise affect the protected series. 


History. Acts 2019, No. 665, § 1. 


SUBCHAPTER 3 — ASSOCIATED ASSET; ASSOCIATED MEMBER; PROTECTED- 
SERIES TRANSFERABLE INTEREST; MANAGEMENT; RIGHT OF INFORMATION 


SECTION. SECTION. 

4-37-301. Associated asset. 4-37-305. Right of person not associated 

4-37-302. Associated member. member of protected series 

4-37-303. Protected-Series transferable . to information concerning 
interest. protected series. 


4-37-304. Management. 


4-37-301. Associated asset. 


(a) Only an asset of a protected series may be an associated asset of 
the protected series. Only an asset of a series limited liability company 
may be an associated asset of the company. 

(b) An asset of a protected series of a series limited liability company 
is an associated asset of the protected series only if the protected series 
creates and maintains records that state the name of the protected 
series and describe the asset with sufficient specificity to permit a 
disinterested, reasonable individual to: 

(1) identify the asset and distinguish it from any other asset of the 
protected series, any asset of the company, and any asset of any other 
protected series of the company; 

(2) determine when and from what person the protected series 
acquired the asset or how the asset otherwise became an asset of the 
protected series; and 

(3) if the protected series acquired the asset from the company or 
another protected series of the company, determine any consideration 
paid, the payor, and the payee. 

(c) An asset of a series limited lability company is an associated 
asset of the company only if the company creates and maintains records 
that state the name of the company and describe the asset with 
sufficient specificity to permit a disinterested, reasonable individual to: 

(1) identify the asset and distinguish it from any other asset of the 
company and any asset of any protected series of the company; 
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(2) determine when and from what person the company acquired the 
asset or how the asset otherwise became an asset of the company; and 

(3) if the company acquired the asset from a protected series of the 
company, determine any consideration paid, the payor, and the payee. 

(d) The records and recordkeeping required by subsections (b) and (c) 
may be organized by specific listing, category, type, quantity, or com- 
putational or allocational formula or procedure, including a percentage 
or share of any asset, or in any other reasonable manner. 

(e) To the extent permitted by this section and law of this state other 
than this chapter, a series limited liability company or protected series 
of the company may hold an associated asset directly or indirectly, 
through a representative, nominee, or similar arrangement, except 
that: 

(1) a protected series may not hold an associated asset in the name 
of the company or another protected series of the company; and 

(2) the company may not hold an associated asset in the name of a 
protected series of the company. 
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4-37-302. Associated member. 


(a) Only a member of a series limited liability company may be an 
associated member of a protected series of the company. 

(b) A member of a series limited liability company becomes an 
associated member of a protected series of the company if the operating 
agreement or a procedure established by the agreement states: 

(1) that the member is an associated member of the protected series; 

(2) the date on which the member became an associated member; 
and 

(3) any protected-series transferable interest the associated member 
has in connection with becoming or being an associated member. 

(c) Ifa person that is an associated member of a protected series of a 
series limited liability company is dissociated from the company, the 
person ceases to be an associated member of the protected series. 
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4-37-303. Protected-Series transferable interest. 


(a) A protected-series transferable interest of a protected series of a 
series limited liability company must be owned initially by an associ- 
ated member of the protected series or the company. 

(b) If a protected series of a series limited liability company has no 
associated members when established, the company owns the pro- 
tected-series transferable interests in the protected series. 

(c) In addition to acquiring a protected series transferable series 
interest under subsection (b), a series limited liability company may 
acquire a series transferable interest through a transfer from another 
person or as provided in the operating agreement. 
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(d) Except for § 4-37-108(a)(3), a provision of this chapter which 
applies to a protected series transferee of a protected series of a series 
limited liability company applies to the company in its capacity as an 
owner of a protected-series transferable interest of the protected series. 
A provision of the operating agreement of a series limited liability 
company which applies to a protected-series transferee of a protected 
series of the company applies to the company in its capacity as an owner 
of a protected-series transferable interest of the protected series. 
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4-37-304. Management. 


(a) A protected series may have more than one protected-series 
manager. 

(b) If a protected series has no associated members, the series 
limited lability company is the protected-series manager. 

(c) Section 4-37-108 applies to determine any duties of a protected- 
series manager of a protected series of a series limited liability company 
to: 

(1) the protected series; 

(2) any associated member of the protected series; and 

(3) any protected-series transferee of the protected series. 

(d) Solely by reason of being or acting as a protected-series manager 
of a protected series of a series limited liability company, a person owes 
no duty to: 

(1) the company; 

(2) another protected series of the company; or 

(3) another person in that person’s capacity as: 

(A) a member of the company which is not an associated member 
of the protected series; 

(B) a protected-series transferee or protected-series manager of 
another protected series; or 

(C) a transferee of the company. 

(e) An associated member of a protected series of a series limited 
liability company has the same rights as any other member of the 
company to vote on or consent to an amendment to the company’s 
operating agreement or any other matter being decided by the mem- 
bers, whether or not the amendment or matter affects the interests of 
the protected series or the associated member. 

(f) Section 4-32-1102 applies to a protected series in accordance with 
§ 4-37-108. 

(g) An associated member of a protected series is an agent for the 
protected series with power to bind the protected series to the same 
extent that a member of a limited liability company is an agent for the 
company with power to bind the company under § 4-32-301. 
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4-37-305. Right of person not associated member of protected 
series to information concerning protected series. 


(a) A member of a series limited liability company which is not an 
associated member of a protected series of the company has a right to 
information concerning the protected series to the same extent, in the 
Same manner, and under the same conditions that a member that is not 
a manager of a manager-managed limited liability company has a right 
to information concerning the company under § 4-32-405(b). 

(b) A person formerly an associated member of a protected series has 
a right to information concerning the protected series to the same 
extent, in the same manner, and under the same conditions that a 
person dissociated as a member of a manager-managed limited liability 
company ‘has a right to information concerning the company under 
§ 4-32-405(b). 

(c) If an associated member of a protected series dies, the legal 
representative of the deceased associated member has a right to 
information concerning the protected series to the same extent, in the 
same manner, and under the same conditions that the legal represen- 
tative of a deceased member of a limited liability company has a right © 
to information concerning the company under § 4-32-405(c). 

(d) A protected-series manager of a protected series has a right to 
information concerning the protected series to the same extent, in the 
same manner, and under the same conditions that a manager of a 
manager-managed limited liability company has a right to information 
concerning the company under § 4-32-405(b). 
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SuBCHAPTER 4 — LIMITATION ON LIABILITY AND ENFORCEMENT OF CLAIMS 


SECTION. SECTION. 


4-37-401. Limitations on lability. protected-series trans- 
4-37-402. Claim seeking to disregard feree. 

| limitation of liability. 4-37-404. Enforcement against non-asso- 
4-37-403. Remedies of judgment creditor ciated asset. 


of associated member of 


4-37-401. Limitations on liability. 


(a) Aperson is not liable, directly or indirectly, by way of contribution 
or otherwise, for a debt, obligation, or other liability of: 
(1) a protected series of a series limited lability company solely by 
reason of being or acting as: 
(A) an associated member, series manager, or protected-series 
transferee of the protected series; or 
(B) a member, manager, or a transferee of the company; or 
(2) a series limited liability company solely by reason of being or 
acting as an associated member, protected-series manager, or pro- 
tected-series transferee of a protected series of the company. 
(b) Subject to § 4-37-404, the following rules apply: 
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(1) A debt, obligation, or other liability of a series limited: liability 
company is solely the debt, obligation, or liability of the company. 

(2) A debt, obligation, or other liability of a protected series is solely 
the debt, obligation, or liability of the protected series. 

(3) A series limited liability company is not liable, directly or indi- 
rectly, by way of contribution or otherwise, for a debt, obligation, or 
other liability of a protected series of the company solely by reason of 
the protected series being a protected series of the company or the 
company: 

(A) being or acting as a protected-series manager of the protected 
series; 

(B) having the protected series manage the company; or 

(C) owning a protected-series transferable interest of the protected 
series. 

(4) A protected series of a series limited liability company is not 
liable, directly or indirectly, by way of contribution or otherwise, for a 
debt, obligation, or other liability of the company or another protected 
series of the company solely by reason of: 

(A) being a protected series of the company; 

(B) being or acting as a manager of the company or a protected- 
series manager of another protected series of the company; or 

(C) having the company or another protected series of the company 
be or act as a protected-series manager of the protected series. 
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4-37-402. Claim seeking to disregard limitation of liability. 


(a) Except as otherwise provided in subsection (b), a claim seeking to 
disregard a limitation in § 4-37-401 is governed by the principles of law 
and equity, including a principle providing a right to a creditor or 
holding a person liable for a debt, obligation, or other liability of 
another person, which would apply if each protected series of a series 
limited liability company were a limited liability company formed 
separately from the series limited liability company and distinct from 
the series limited liability company and any other protected series of 
the series limited liability company. 

(b) The failure of a limited liability company or a protected series to 
observe formalities relating to the exercise of its powers or management 
of its activities and affairs is not a ground to disregard a limitation in 
§ 4-37-401(a) but may be a ground to disregard a limitation in 
§ 4-37-401(b) for monetary damages under § 4-32-404. 

(c) This section applies to a claim seeking to disregard a limitation of 
liability applicable to a foreign series limited liability company or 
foreign protected series and comparable to a limitation stated in 
§ 4-37-401, if: 

(1) the claimant is a resident of this state or doing business or 
registered to do business in this state; or 
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(2) the claim is to establish or enforce a liability arising under law of 
this state other than this chapter or from an act or omission in this 
state. 
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4-37-403. Remedies of judgment creditor of associated member 
of protected-series transferee. 


Section 4-32-705 applies to a judgment creditor of: 

(1) an associated member or protected-series transferee of a pro- 
tected series; or 

(2) aseries limited liability company, to the extent the company owns 
a protected-series transferable interest of a protected series. 
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4-37-404. Enforcement against non-associated asset. 


(a) In this section: 

(1) “Enforcement date” means 12:01 a.m. on the date on which a 
claimant first serves process on a series limited liability company or 
protected series in an action seeking to enforce under this section a 
claim against an asset of the company or protected series by attach- 
ment, levy, or the like. 

(2) Subject to § 4-37-608(b), “incurrence date” means the date on 
which a series limited liability company or protected series incurred the 
liability giving rise to a claim that a claimant seeks to enforce under 
this section. | 

(b) Ifa claim against a series limited liability company or a protected 
series of the company has been reduced to judgment, in addition to any 
other remedy provided by law or equity, the judgment may be enforced 
in accordance with the following rules: 

(1) A judgment against the company may be enforced against an 
asset of a protected series of the company if the asset: 

(A) was a non-associated asset of the protected series on the 
incurrence date; or 

(B) is a non-associated asset of the protected series on the enforce- 
ment date. 

(2) Ajudgment against a protected series may be enforced against an 
asset of the company if the asset: 

(A) was a non-associated asset of the company on the incurrence 
date; or 

(B) is a non-associated asset of the company on the enforcement 
date. 

(3) Ajudgment against a protected series may be enforced against an 
asset of another protected series of the company if the asset: 

(A) was a non-associated asset of the other protected series on the 
incurrence date; or 
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(B) is a non-associated asset of the other protected series on the 
enforcement date. 

(c) In addition to any other remedy provided by law or equity, if a 
claim against a series limited liability company or a protected series 
has not been reduced to a judgment and law other than this chapter 
permits a prejudgment remedy by attachment, levy, or the like, the 
court may apply subsection (b) as a prejudgment remedy. : 

(d) In a proceeding under this section, the party asserting that an 
asset is or was an associated asset of a series limited lability company 
or a protected series of the company has the burden of proof on the 
issue. : 

(e) This section applies to an asset of a foreign series limited liability 
company or foreign protected series if: tal 

(1) the asset is real or tangible property located in this state; 

(2) the claimant is a resident of this state or doing business. or 
registered to do business in this state, or the claim under § 4-37-404 is 
to enforce a judgment, or to seek a prejudgment remedy, pertaining to 
a liability arising from law of this state other than this chapter or an act 
or omission in this state; and 

(3) the asset is not identified in the records of the foreign series 
limited lability company or foreign protected series in a manner 
comparable to the manner required by § 4-37-301. 


History. Acts 2019, No. 665, § 1. 


SUBCHAPTER 5 — DISSOLUTION AND WINDING UP or PROTECTED SERIES 


SECTION. SECTION. 

4-37-501. Events causing dissolution of 4-37-5038. Effect of reinstatement of series 
protected series. limited lability company 

4-37-502. Winding up dissolved protected or revocation of voluntary 
series. dissolution. 


4-37-501. Events causing dissolution of protected series. 


A protected series of a series limited lability company is dissolved, 
and its activities and affairs must be wound up, only on the: 
(1) dissolution of the company; 
(2) occurrence of an event or circumstance the operating agreement 
states causes dissolution of the protected series; 
(3) affirmative vote or consent of all members; or 
(4) entry by the court of an order dissolving the protected series on 
application by an associated member or protected-series manager of the 
protected series: 
(A) in accordance with § 4-37-108; and 
(B) to the same extent, in the same manner, and on the same 
grounds the court would enter an order dissolving a limited liability 
company on application by a member or manager of the company; or 
(5) entry by the court of an order dissolving the protected series on 
application by the company or a member of the company on the ground 
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that the conduct of all or substantially all the activities and affairs of 
the protected series is illegal. 
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4-37-502. Winding up dissolved protected series. 


(a) Subject to subsections (b) and (c) and in accordance with § 4-37- 
108: 

(1) adissolved protected series shall wind up its activities and affairs 
in the same manner that a limited liability company winds up its 
activities and affairs under § 4-32-9083, subject to the same require- 
ments and conditions and with the same effects; and 

(2) judicial supervision or another judicial remedy is available in the 
winding up of the protected series to the same extent, in the same 
manner, under the same conditions, and with the same effects that 
apply under § 4-32-902. 

(b) When a protected series of a series limited liability company 
dissolves, the company may deliver to the Secretary of State for filing a 
statement of protected series dissolution stating the name of the 
company and the protected series and that the protected series is 
dissolved. The filing of the statement by the Secretary of State has the 
same effect as the filing by the Secretary of State of a statement of 
dissolution under § 4-32-906. 

(c) When a protected series of a series limited liability company has 
completed winding up, the company may deliver to the Secretary of 
State for filing a statement of designation cancellation stating the name 
of the company and the protected series and that the protected series is 
terminated. The filing of the statement by the Secretary of State has the 
same effect as the filing by the Secretary of State of a statement of 
termination under § 4-32-906. 

(d) A series limited liability company has not completed its winding 
up until each of the protected series of the company has completed its 
winding up. 
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4-37-503. Effect of reinstatement of series limited liability com- 
pany or revocation of voluntary dissolution. 


If a series limited liability company that has been administratively 
dissolved is reinstated, or a series limited liability company that 
voluntarily dissolved rescinds its dissolution: 

(1) each protected series of the company ceases winding up; and 

(2) section 4-32-203 applies to each protected series of the company 
in accordance with § 4-37-108. 


History. Acts 2019, No. 665, § 1. 
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SUBCHAPTER 6 — ENTITY TRANSACTIONS RESTRICTED 


SECTION. SECTION. 
4-37-601. Definitions. 4-37-604. Merger authorized — Parties 
4-37-602. Protected series may not be restricted. 

party to entity transac- 4-37-605. Plan of merger. 

tion. 4-37-606. Statement of merger. 


4-37-603. Restriction on entity transac- 4-37-607. Effect of merger. 
tion involving protected 4-37-608. Application of § 4-37-404 after 
series. merger. 


4-37-601. Definitions. 


In this subchapter: 

(1) “After a merger” or “after the merger” means when a merger 
under § 4-37-604 becomes effective and afterwards. 

(2) “Before a merger” or “before the merger” means before a merger 
under § 4-37-604 becomes effective. 

(3) “Continuing protected series” means a protected series of a 
surviving company which continues in uninterrupted existence after a 
merger under § 4-37-604. 

(4) “Merging company” means a limited liability company that is 
party to a merger under § 4-37-604. | 

(5) “Non-surviving company” means a merging company that does 
not continue in existence after a merger under § 4-37-604. 

(6) “Relocated protected series” means a protected series of a non- 
surviving company which, after a merger under § 4-37-604, continues 
in uninterrupted existence as a protected series of the surviving 
company. 

(7) “Surviving company” means a merging company that continues 
in existence after a merger under § 4-37-604. 
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4-37-602. Protected series may not be party to entity transac- 
tion. 


A protected series may not: 

(1) be an acquiring, acquired, converting, converted, merging, or 
surviving entity; 

(2) participate in a domestication; or 

(3) be a party to or be formed, organized, established, or created in a 
transaction substantially like a merger, interest exchange, conversion, 
or domestication. 
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4-37-603. Restriction on entity transaction involving protected 
series. 


A series limited liability company may not be: 
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(1) an acquiring, acquired, converting, converted, domesticating, or 
domesticated entity; or 

(2) except as otherwise provided in § 4-37-604, a party to or the 
surviving company of a merger. 
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4-37-604. Merger authorized — Parties restricted. 


A series limited liability company may be party to a merger in 
accordance with § 4-32-1206, this section, and § 4-37-605 through 
4-37-608 only if: 

(1) each other party to the merger is a domestic limited liability 
company; and 

(2) the surviving company is not created in the merger. 
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4-37-605. Plan of merger. 


In a merger under § 4-37-604, the plan of merger must: 
(1) comply with § 4-32-1206; and 
(2) state in a record: 

(A) for any protected series of a non-surviving company, whether 
after the merger the protected series will be a relocated protected 
series or be dissolved, wound up, and terminated; 

(B) for any protected series of the surviving company which exists 

_ before the merger, whether after the merger the protected series will 
be a continuing protected series or be dissolved, wound up, and 
terminated; 

(C) for each relocated protected series or continuing protected 
series: 

(i) the name of any person that becomes an associated member or 
protected-series transferee of the protected series after the merger, 
any consideration to be paid by, on behalf of, or in respect of the 
person, the name of the payor, and the name of the payee; 

(ii) the name of any person whose rights or obligations in the 
person’s capacity as an associated member or protected-series trans- 
feree will change after the merger; 

(iii) any consideration to be paid to a person who before the merger 
was an associated member or protected-series transferee of the 
protected series and the name of the payor; and 

(iv) if after the merger the protected series will be a relocated 
protected series, its new name; 

(D) for any protected series to be established by the surviving 
company as a result of the merger: 

(i) the name of the protected series; 

(ii) any protected-series transferable interest to be owned by the 
surviving company when the protected series is established; and 
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(iii) the name of and any protected-series transferable interest 
owned by any person that will be an associated member of the 
protected series when the protected series is established; and 

(E) for any person that is an associated member of a relocated 
protected series and will remain a member after the merger, any 
amendment to the operating agreement of the surviving company 
which: 

(1) is or is proposed to be in a record; and 

(2) is necessary or appropriate to state the rights and obligations of 
the person as a member of the surviving company. 
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4-37-606. Statement of merger. 


In a merger under § 4-37-604, the statement of merger must: 

(1) comply with § 4-32-1208; and 

(2) include as an attachment the following records, each to pecans 
effective when the merger becomes effective: 

(A) for a protected series of a merging company being terminated 
as a result of the merger, a statement of termination signed by the 
company; 

(B) for a protected series of a non-surviving company which after 
the merger will be a relocated protected series: 

(i) a statement of relocation signed by the non-surviving company 
which contains the name of the company and the name of the 
protected series before and after the merger; and 

(ii) a statement of protected series designation signed by the 
surviving company; and 

(C) for a protected series being established by the surviving 
company as a result of the merger, a statement of designation signed 
by the company. 
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4-37-607. Effect of merger. 


Whena merger under § 4-37-604 becomes effective, in addition to the 
effects stated in § 4-32-1209: 
(1) as provided in the plan of merger, each protected series of each 
merging company which was established before the merger: 
(A) is arelocated protected series or continuing protected series; or 
(B) is dissolved, wound up, and terminated; 
(2) any protected series to be established as a result of the merger is 
established; 
(3) any relocated protected series or continuing protected series is 
the same person without interruption as it was before the merger; 
(4) all property of a relocated protected series or continuing protected 
series continues to be vested in the protected series without transfer, 
reversion, or impairment; 
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(5) all debts, obligations, and other liabilities of a relocated protected 
series or continuing protected series continue as debts, obligations, and 
other liabilities of the protected series; 

(6) except as otherwise provided by law or the plan of merger, all the 
rights, privileges, immunities, powers, and purposes of a relocated 
protected series or continuing protected series remain in the protected 
series; 

(7) the new name of a relocated protected series may be substituted 
for the former name of the protected series in any pending action or 
proceeding; 

(8) if provided in the plan of merger: 

(A) a person becomes an associated member or protected-series 
transferee of a relocated protected series or continuing protected 
series; 

(B) a person becomes an associated member of a protected series 
established by the surviving company as a result of the merger; 

(C) any change in the rights or obligations of a person in the 
person’s capacity as an associated member or protected-series trans- 
feree of a relocated protected series or continuing protected series 
take effect; and 

(D) any consideration to be paid to a person that before the merger 
was an associated member or protected-series transferee of a relo- 
cated protected series or continuing protected series is due; and 
(9) any person that is a member of.a relocated protected series 

becomes a member of the surviving company, if not already a member. 


History. Acts 2019, No. 665, § 1. 


4-37-608. Application of § 4-37-404 after merger. 


(a) A creditor’s right that existed under § 4-37-404 immediately 
before a merger under § 4-37-604 may be enforced after the merger in 
accordance with the following rules: 

(1) A creditor’s right that existed immediately: before the merger 
against the surviving company, a continuing protected series, or a 
relocated protected series continues without change after the merger. 

(2) A creditor’s right that existed immediately before the merger 
against a nonsurviving company: 

(A) may be asserted against an asset of the non-surviving company 
which vested in the surviving company as a result of the merger; and 

(B) does not otherwise change. 

(3) Subject to subsection (b), the following rules apply: 

(A) In addition to the remedy stated in subdivision (a)(1), a 
creditor with a right under § 4-37-404 which existed immediately 
before the merger against a non-surviving company or a relocated 
protected series may assert the right against: 

(i) an asset of the surviving company, other than an asset of the 
non-surviving company which vested in the surviving company as a 
result of the merger; 
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(i1) an asset of a continuing protected series; or 

(ii) an asset of a protected series established by the surviving 
company as a result of the merger; 

(iv) if the creditor’s right was against an asset of the non-surviving 
company, an asset of a relocated series; or 

(v) if the creditor’s right was against an asset of a relocated 
protected series, an asset of another relocated protected series. 

(B) In addition to the remedy stated in subdivision (a)(2), a 
creditor with a right that existed immediately before the merger 
against the surviving company or a continuing protected series may 
assert the right against: 

(i) an asset of a relocated protected series; or , 

(ii) an asset of a non-surviving company which vested in the 
surviving company as a result of the merger. 

(b) For the purposes of subdivision (a)(3) and § 4-37-404(b)(1)(A), 
§ 4-37-404(b)(2)(A), and § 4-37-404(b)(3)(A), the incurrence date is 
deemed be the date on which the merger becomes effective. 

(c) Amerger under § 4-37-604 does not affect the manner in which 
§ 4-37-404 applies to a liability incurred after the merger. 


History. Acts 2019, No. 665, § 1. 


SUBCHAPTER 7 — FOREIGN PROTECTED SERIES 


SECTION. SECTION. 

4-37-701. Governing law. 4-37-704. Disclosure required when for- 

4-37-702. No attribution of activities con- eign series limited liability 
stituting doing business or company or foreign pro- 
for establishing jurisdic- tected series party to pro- 
tion. ceeding. 


4-37-7083. Registration of foreign pro- 
tected series. 


4-37-701. Governing law. 


The law of the jurisdiction of formation of a foreign series limited 
hability company governs: 
(1) the internal affairs of a foreign protected series of the company, 
including: 
(A) relations among any associated members of the foreign PRO 
tected series; 
(B) al BRE between the foreign protected series and: 
(i) any associated member; 
(ii) the protected-series manager; or 
(iii) any protected-series transferee; 
(C) relations between any associated member and: 
(i) the protected-series manager: 
(ii) any protected-series transferee; 
(D) the rights and duties of a protected-series manager; 
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(EK) governance decisions affecting the activities and affairs of the 
foreign protected series and the conduct of those activities and 
affairs; and 

(F) procedures and conditions for becoming an associated member 
or protected-series transferee; 

(2) relations between the foreign protected series and: 

(A) the company; 

(B) another foreign protected series of the company; 

(C) a member of the company which is not an associated member 
of the foreign protected series; 

(D) a foreign protected-series manager that is not a protected- 
series manager of the protected series; 

(EK) a foreign protected-series transferee that is not a foreign 
protected-series transferee of the protected series; and 

(F) a transferee of a transferable interest of the company; 

(3) except as otherwise provided in § 4-37-402 and § 4-37-404, the 
liability of a person for a debt, obligation, or other liability of a foreign 
protected series of a foreign series limited liability company if the debt, 
obligation, or liability is asserted solely by reason of the person being or 
acting as: 

(A) an associated member, protected-series transferee, or pro- 
tected-series manager of the foreign protected series; 

(B) a member of the company which is not an associated member 
of the foreign protected series; 

(C) a protected-series manager of another foreign protected series 
of the company; 

(D) a protected-series transferee of another foreign protected se- 
ries of the company; 

(E) a manager of the company; or 

(F) a transferee of a transferable interest of the company; and 
(4) except as otherwise provided in § 4-37-402 and § 4-37-404: 

(A) the liability of the foreign series limited liability company for a 
debt, obligation, or other liability of a foreign protected series of the 
company if the debt, obligation, or liability is asserted solely by 
reason of the foreign protected series being a foreign protected series 
of the company or the company: 

(i) being or acting as a foreign protected-series manager of the 
foreign protected series; 

(ii) having the foreign protected series manage the company; or 

(iii) owning a protected-series transferable interest of the foreign 
protected series; and 

(B) the liability of a foreign protected series for a debt, obligation, 
or other liability of the company or another foreign protected series of 
the company if the debt, obligation, or liability is asserted solely by 
reason of the foreign protected series: 

(i) being a foreign protected series of the company or having the 
company or another foreign protected series of the company be or act 
as foreign protected-series manager of the foreign protected series; or 
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(ii) managing the company or being or acting as a foreign pro- 
tected-series manager of another foreign protected series of the 
company. 


History. Acts 2019, No. 665, § 1. 


4-37-702. No attribution of activities constituting doing busi- 
ness or for establishing jurisdiction. 


In determining whether a foreign series limited liability company or 
foreign protected series of the company does business in this state or is 
subject to the personal jurisdiction of the courts of this state: | 

(1) the activities and affairs of the company are not attributable to a 
foreign protected series of the company solely by reason of the foreign 
protected series being a foreign protected series of the company; and 

(2) the activities and affairs of a foreign protected series are not 
attributable to the company or another foreign protected series of the 
company solely by reason of the foreign protected series being a foreign 
protected series of the company. 


History. Acts 2019, No. 665, § 1. 


4-37-703. Registration of foreign protected series. 


(a) Except as otherwise provided in. this section and subject to 
§ 4-37-402 and § 4-37-404, the law of this state governing the regis- 
tration of a foreign limited liability company to do business in this state, 
including the consequences of not complying with that law, applies to a 
foreign protected series of a foreign series limited liability company as 
if the foreign protected series were a foreign limited liability company 
formed separately from the foreign series limited liability company and 
distinct from the foreign series limited liability company and any other 
foreign protected series of the foreign series limited liability company. 

(b) An application by a foreign protected series of a foreign series 
limited. liability company for registration to do business in this state 
must include: 

(1) the name and jurisdiction of formation of the foreign series 
limited liability company; and 

(2) if the company has other foreign protected series, the name and 
street and mailing address of an individual who knows the name and 
street and mailing address of: 

(A) each other foreign protected series of the foreign series limited 
liability company; and 

(B) the foreign protected-series manager of and agent for service of 
process for each other foreign protected series of the foreign series 
limited lability company. 

(c) The name of a foreign protected series applying for registration or 
registered to do business in this state must comply with § 4-37-202 and 
may do so using § 4-32-108, if the fictitious name complies with 
§ 4-37-202. 
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(d) The requirement in § 4-32-1309 to amend a statement of regis- 
tration to update information applies to the information required by 
subsection (b). 


History. Acts 2019, No. 665, § 1. 


4-37-704. Disclosure required when foreign series limited liabil- 
ity company or foreign protected series party to 
proceeding. 


(a) Not later than 30 days after becoming a‘ party to a proceeding 
before a civil, administrative, or other adjudicative tribunal of or 
located in this state or a tribunal of the United States located in this 
state: 

(1) a foreign series limited liability company shall disclose to each 
other party the name and street and mailing address of: 

(A) each foreign protected series of the company; and 
(B) each foreign protected-series manager of and a registered 
agent for service of process for each foreign protected series of the 

company; and 7 

(2) a foreign protected series of a foreign series limited liability 
company shall disclose to each other party the name and street and 
mailing address of: 

(A) the company and each manager of the company and an agent 
for service of process for the company; and 

(B) any other foreign protected series of the company and each 
foreign protected-series manager of and an agent for service of 
process for the other foreign protected series. 

(b) If a foreign series limited liability company or foreign protected 
series challenges the personal jurisdiction of the tribunal, the require- 
ment that the foreign company or foreign protected series make 
disclosure under subsection (a) is tolled until the tribunal determines 
whether it has personal jurisdiction. 

(c) If a foreign series limited liability company or foreign protected 
series does not comply with subsection (a), a party to the proceeding 
may: 

(1) request the tribunal to treat the noncompliance as a failure to 
comply with the tribunal’s discovery rules; or 

(2) bring a separate proceeding in the court to enforce subsection (a). 


History. Acts 2019, No. 665, § 1. 


SUBCHAPTER 8 — MISCELLANEOUS PROVISIONS 


SECTION. SECTION. 
4-37-801. Uniformity of application and 4-37-803. Transitional provisions. 
construction. 4-37-804. Savings clause. 


4-37-802. Relation to Electronic Signa- 4-37-805. Effective date. 
tures in Global and Na- 
tional Commerce Act. 
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4-37-801. Uniformity of application and construction. 


In applying and construing this uniform act, consideration must be 
given to the need to promote uniformity of the law with respect to its 
subject matter among states that enact it. 


History. Acts 2019, No. 665, § 1. 


4-37-802. Relation to Electronic Signatures in Global and Na- 
tional Commerce Act. 


This chapter modifies, limits, or supersedes the Electronic Signatures 
in Global and National Commerce Act, 15 U.S.C. Section 7001 et seq., 
but does not modify, limit, or supersede Section 101(c) of that act, 15 
U.S.C. Section 7001(c), or authorize electronic delivery of any of the 
notices described in Section 103(b) of that act, 15 U.S.C. Section 
7003(b). 


History. Acts 2019, No. 665, § 1. - 


4-37-803. Transitional provisions. 


(a) Before January 1, 2020, this chapter governs only: 

(1) a series limited liability company formed, or a protected series 
established, on or after October 1, 2019; and 

(2) a limited lability company that is a series limited lability 
company before October 1, 2019, and elects, in the manner provided in 
its operating agreement or by iw for amending the operating agree- 
ment, to be subject to this chapter. 

(b) If a series limited liability company elects under subdivision 
(a)(2) to be subject to this chapter: 

(1) the election applies to each protected series of the company, 
whenever established; and 

(2) a manager of the company has the right to sign and deliver to the 
Secretary of State for filing any record necessary to comply with this 
chapter, whether the record pertains to the company, a protected series 
of the company, or both. 

(c) On and after January 1, 2020, this chapter governs all series 
limited liability companies and protected series. 

(d) Until October 1, 2020, § 4-37-402 and § 4-37-404 do not apply to 
a foreign protected series that was established before October 1, 2019, 
or a foreign limited liability company that became a foreign series 
limited liability company before October 1, 2019. 


History. Acts 2019, No. 665, § 1. 


4-37-804. Savings clause. 


This chapter does not affect an action commenced, proceeding 
brought, or right accrued before October 1, 2019. 
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4-37-805. Effective date. 
This chapter takes effect on October 1, 2019. 


History. Acts 2019, No. 665, § 1. 
CHAPTERS 38-40 


[Reserved. | 


